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Federa ~understanding of the ﬁays in which differefit types.

, natlve

. CESSy and because thelr “rewards. are’ somewhat - 1ncon51stent with'

PREFACE

Intro uctlon o o - . o ;. A

This paper is part fa 1arger study to 1Wprove

of postl-sécondary educatio institutions allocate resources, -

and thel\effects on resource allocatlon practlces of alter4 '
ederal fund1 g methods. . P
\s - : - P
- We. have learned 1% an ear11er phase of this . research*/ e
that\the 1ncent1ves motivating faculty and adm1n1strators f;”mg,ﬂ';a
at traditional. jpost- -secondary. education institutions. often. . i
eﬁ”ourage act1V1t1es inconsistent with student’ obJectlves T e
and national goals. Faculty and administrators seem to be":lf-\
rewarded for: research, prestlge, and institutional 51ze,$whereas
students :seem .to desire. more individual attention to their -

learning eeds, increaged equarlzatlon of ~educational opporxﬂs

~‘tun1ty,ﬁan ‘greater relevance of ‘curricula. ‘Because faculty! - e L

and. administrators dominate: ‘the{college budget allocation 'pro-.

cost-effectiive. rsel of resources, “pressures for oostﬂeffectlveness ______
are. weak 1n many cqlleges and un1ver51t1es.' 4M N ,

V4
N D

StudY ObJecvives 'q“*aﬁf*” /5_}§";f t'.ij e -zhi

E A t

ThlsZpaper descrlbes the behavaor of faculty, admlnls-qﬁff,;-:g
‘trators, an,.studentsbat a small sample of, ,proprietary vocaﬁlonal-fﬁq“\
_schools --.post- secondary education” 1nst1tutlons wh1ch are p;”flt- ;
‘motivated, have dlfferent perceptions of mission,’ and afe governedz
under d1ffer nt 1ncent1ves than are their co nterparts inthe -
“field of non proflt post -secondary: ‘educdtionf - These schools and
" their students have a single. clear obJectJWe‘-- full t1me emplo
ment folloW1ng sompletion’ of, speolflc occifpational, tralnmng coursesa
' Effective. demand\ for “particular sgypes. of_careds training must’ ol o
exist at :a lewvel that covers all:costs and’ yields a reasonable‘_t;'"
profit. The .continued viability' “of proprietary vocatlonal e ‘f{,'
schools suggests either that. these schools now offer training .
unavallable elsewhere, or that students consider their eduoathnal
_programs and placement servmtes superlor to publlc 1nst1tut10ns o
prov1d1ng 51m11ar tra1n1ng R R AT P

- e.i:"' .

& oEdwand V. Erlckson, Watts H111 Jr., and Herbert S Wlnoknr Jr.,ff,
"The Effects of Alternative Federal Operatrng Subsidies .on Instltu- ‘
tlons of Higher Education: A Preliminary ‘Report', Inner City. Fund > N
Washlngton, D c., 1971, prepared for HEW under Contract 05-71- 875\\ “g.~1V“

kA th1rd p0551b111ty is that proprletary bu91ness sohools prosper

as a result of attractive, but. nisleading advertising, as suggested s
" by the recent Federal Trade Commission hearings.. For ‘example, the:. .
~'Florida Senate sSélect Committee -on ‘Consumer Protection found that, Cen
"deceptive schools do not-perish in Florlda but, instead, are R
thriving; if they do vahish from a particular area, tHey reappear
elsewhere". See Federal Trade Comm1551on,-"Pub110 Hearing. on .
/’Proposed Guides For Private Vocatlonal and Home Study Schools"

Docket No._216 -14, Qec. Z, 1970.: - S
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’ — We alsb compare the operatlon f and Federal ‘
;p011c1es toward ;. for-profit: ani nonpri £it institu-- . .
. tions; and. dlscuss -the potentlal for- increased utilization , .
o of, proprletary vocatlonal sghools’ to meét Federal education
j;j'ob:ectlves. Accord1ngly, ‘this study of proprietary schools. |
"irhas the- tolIOW1ng objectives,. within® the context of our Y,
research on structural reform° %_} e . el

¥§t to descrlbe management technlques and 1ncent1ves - ',;;
“used to-operate successful propr1etary vocatmonal S

- _ schools, o »w' < ,,.7._ ‘3 L R :
: __A“7,?a" ?3 to. compare these. technlques and 1ncent1ves w1th y 3,’
B R those exlstlng\at communlty colleges, and . - Th
FLE T 'ga_ o R
e to reV1ew Federal pol1C1es affectlng the ut1112a~:“ ,
_f~f*r?_- t;on of proprletary vocatlonal schools.."' _ ‘
Methodologya- -'ff]ﬁ A:7JfT,,~ . f~§; n;T'fjfL S e

TR Data and.lnformat1on for thls‘study were . obta1ned from
-8 survey ‘of existing literature and from -interviews with :
students, faculty,_and admlnlstrators of more - ‘than twenty -
~accredited proprietary. schools and two commun1ty colleges. ¥
AThe.propnletary vocational schools represent ‘within the. time Yoo
~“and scope ‘ofithis study, a group of diverse. sizes; orlentatlons\\ "
and'flnanC1al stab1l1t1esig { The . -schools’ selected were" ,A,,_\V
- A e S : v,
i34,~8chools in a bus;ness school group (a subS1d1ary of
»-~a financial holding cofpany) with nine member- .
_~-schools in the East .and Midwest,:(one of wh1ch has
' \hlstory of f1nanc1a1 problems), . -1«.,

"-E,;';,JQ?Z?”;schools in.a bu51ness "school group (a subsadlary of
S S - | ma;or_conglomeratn corporat1on) W1th 51x member
' schools*ln an, Eastorn state, L .Ar. R e

}»n;_,[,,;f:%-;;schools in “ani 1ndependent ‘business. school‘gronpzinfz"
et e Western state, coverlng nine member schioolss °

~-‘-".".-:'." LT o, . . : . to A »s"

Budgetary and tlme l1m1tat1ons prevented us from 1nterv;eW1ng
-alumnl or'dropouts. ‘These schools were sglected to provide.a. .

] mix of operating exper1ences, historles  geographical logation,
;;'and corporate.affiliation. -As is noted fater 1n the text, only. .
. 1- established schools/W1th excellent /reputations were, chosen.
: The purpose gf ,the study was not to describe the universe as it
now exisks;but to analyze .in. detail ‘the operat1ons of . successful
proprletary schools--those:" Wthh comp te ‘successfully. wlth'commu—
n1ty colleges desplte a large tu1t1on dafference. oo L_,

1 N . . .
B . . . i ) R OOV IR
v . o . R e - R - s )
B [ *
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s - == -thrée Southern business_ schools, ranging from:

" very small to large;

. ..+ -- & medium-size mid-Atlantic: trade and technical
- o _ school specializing in programs for disadvahtaged
: ~ - .students (in order to compare business and trade ~
< and' echnical schools);. a e R .

.- a, large:Midwest urban community college with a .
. strong vocational education/or}entation;"and ’ e
. -~ a large West Coast urban community college with
\ : “ " both.liberal arts and;VOcationalfagpgrams,‘and -

- - . - ‘with rapid y expanding enrollment.™ - -

. : ~ S K ) SR e
. ¥ The following discussion covers information obtained
‘“on management, faculty, recruitmgﬁt;fplacemen£;~cosﬁs“aﬁd’#.- .

revenues, and operating procedures. Particular -attention -,

+ -=- the procedures followediby management to insure-
. i | 'the maintenance of a profdit4ble and viable - o
/| .institution; AR o 7:

/oo /)

- .- the competition each proprietary. scho 1/ faces, -
.  both from the job. market and from otﬁér public and
. . private post-secondary educgtion institutions; and *
-- . the relationship of roles filled by proprietary '
schools to those of other, institutions in £¥lling
- . -students' -needs, - T LI
A Mosxzof:thé-proprietarY‘schbols we ‘analyzed in detail
~ provide busdness training. We chose to concentrate on - '
. business ;schools to i luminate aspects of competition between
proprietary vocational schools ‘and other post-secondary
_education institutions --.proprietary business schools and
community colleges have similar’stated missions and curriculd.

“Limitations

-

~

s . . _
N .

v

: ~ A
o " This study was conducted during a short peribd/éé part
of ‘a broader research effort, and'cannOt_be-consider%d o :

definitive--nor should policy decisions be_made solely from - - . %

the data presented - herein. Although the conclusions are ten- o s
tative in nature, they are intended to provide gg}delines'for, o A
further investigation. AR S - S
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].“\'ThThe,proprietary’scthIS-surveyedfin&the course of .
~'the\sxudy!in_general»are“well-established; with excellent o

.reputations-and»sound»management«; We do not infer that -~

all proprietarstchools.maintainathe,shme‘Stahdardsfés ' S

“the “ones surveye , and' therefore warn that our “findings
_ and conclusions may apply only to‘a part of the universe
-+ of .proprietary schools. Similarly, -the few community . -
colleges studied may nqt be typical, Compayxisons. between ' .
" proprietary schools and community colleges presented.in -7
“this study should be interpreted as relating to the best . % :
.g.ofpeach’group,ﬁrather‘than}to,ﬂtypicalﬁ members. - Changes. o
in Federal policies developed with reference to these find-~ °
', ings therefore should in¢lude certain minimum quality. " _ s
~..'standards for both proprietary schools and community .
 "colleges. .. - . P P
S S . ] Pt
Organization. oo

o R o
: The body of this'repﬂrts'fOIiOWing_thejsummaryﬁbf |
- findings and'reCommendatiQns,_c0ntains fourﬁgﬁrtsz. g

N

oL Part I presents‘afgenéralfd

- o -

- ‘ seri tighjdf,ﬁioQ:" .
U fpriet@ryuVQCatlonal“schools,.‘ ' | a ' ’( :

n/ . K )
'  'Q?”“P£f£II'deégriBeé.the;ﬁ€;519n54 sfudent‘bodies’vf“
" and managernient, of proprietary schools, basedq.'\= N

S © on-case studies of several proprietary sschools .
P . J_which,were'analyzed;in.detail..- SR
‘f:"?" . , . . .

-- ‘Part 111 analyZes the competition between pro- _

o T prietary;busine554s;hbols\apdicommunity colléges,

W * . .. again based on selected case studies, and draws

\x - " someé conclusions about relative performance..

. - RS s P e T
--. Part IV addresses public lolicy' questions and - = - i

. . research-issues. which derjve frpm*thejstudyls_, I
v. - findings, and ¢ ncludes with specific recommendations. .
: A ¢ ~.\’ ( ! e o )
! . . '( » i 4 )T"-'L
/ & . . , . ' .
; S T i
/ SR |
Lo o
N ' - _ ' ’ -h : g
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* SUMMARY OF FINDINGS AND RECOMMENDATIONS* .-

' Gemeral Charactéristicsgof'Proprietary'Schdolq s

BRI " Proprietary schools are privately owned and profit--
f‘\ofignted,Post-seQOndary education institutions providing
vocational:training. Although proprietary schools offer Tl

‘a .wide range ‘of curricula, each individual school tends -V L
in one or a .small humber of related areas. . ‘

™. | to specialize

~”T'7%~ft’-AbothI.Simillibn s#pdéntsfweie enrolled in 7,071 ;QLHLTf}”“Tff;
"\é proprietary vocational schools in 1966 (the most recent - T
¥ . year-for' which dat@,afe;avaiﬂable),‘representingnapproxij ‘ ’

“‘mately one-fifth of the tota: eh&ollment'in~p6$t-sedondary"J_"» R
- ‘Veducation institutions. Business-school"students comprised = .
. -0.4 million (28 percent) ‘f_the‘total,»trﬁdefandqtechnicalzgh“ B
‘school students 0.8 millipn (53 pércént),ﬁandithefremainipgf“QEg5f
0.3 million stvdents were enrolled in cosmetology or barber .-
schools.. Mostip Oprietary-schdols;are"relativelyvsﬁ,Tl in ¢ B
terms. of enrollment: 70 percent of .the buginess schools had & ‘.
, enrollments of 40 studeats, or less;; and ‘66 percent of ‘the trade
+.* und technical schogls had;enrol%géhts of 240 or.less.\: ' -
o . 1 I S r R SN

N ‘ There hag,been'a~marke¢ tendency toward ¢ rporate -
. . ownership of schools, and away from sole -pro ietorships " ' SR
. in the past several decades. “From 1939 to 1962, the percept . °

. ..of schools undef.co#perate,0wnershipfdoub1ed from 33/to 66 .

« - percent, while .the percent-of;sole_propfietorShips'deCreasedA”;¢

~ from 50 ‘to 16 percent. (The percent ‘of schools ‘organized ..
as partnérships‘ha'}remained»stable at 16 percent:) To ... . " °
some extent, tggdﬁgidency,toward corporate .owrership reflects
a tepdency towdaTd. acquisition of 'chains" of proprietary =

* .schools by larger corporate entities. ‘Some mnotable ‘examples -

are ITT with 15 schools in its education subsidiary, -and. o

LTV.with 30 schools, R S TN

. Miss¥on of Proprietary .Schools. . = TR ‘ e
_;,'.";‘ Proprietary schools have a single, well-defined mission -

--specikicvoccupational trgining;aimed:t%ward full-time,dbb&

-~ placement in the shortest possible time. This objective - ™~ - -
meets the needs of students, owners, and administrators. Pre-\
paring students for employment -- ‘the students' objective -- . .
.is consistent with owners ' and administrators' profit objectives, .-,

Vo C : o N

% Sources of stutements in the summary are cited in the appro-'/ ..
. ‘'priate sections of the text whiéhkoilows. ' : : | CE TN

s




_,/{The proflt motlve stlmulates contlnuous changes in 0
.prograw offerings and instruction ‘hethods; te reflect :
-changing. student - demands\and labor market conditions.) |
Local ‘business and industry alse are served by thls ﬂ.m," e
objective because tley are provided with a pool of - Lo

a management te
director. or deah
‘Student recruit
~program offerln
“the-only twp fu
- ciated. fAlthou,h a.good:placement record is extremely
1mportant -to a s‘hool's;ﬂ yatation, placement is not. - §
costly to the schools we visited because employers are ' . o
eager "to hire-th graduates of these respected proprletaxy L
'S¢ ools. -

m which usually .consists of a pre51dent,.
'; and severhl admissions counselors.
ent ahd the; cust and-quality ‘control of
s ‘aré the primary managenient . tasksy ‘and

) Successtul fudent*recrn}tmentejs<Veryfimportant SAEE
fow three reasons *«e»”;“--,uﬂ;, ' vlj ' e .
l m- . b . ,-‘ . . o . ” \' . 3
?f*ff'_j'-ﬂ adequa e student enrollment.ls éssential to
TULN cover ixed" costs,_.‘ﬁ B e o
Sl N = , N :
et accurate redlctlons of . futnre enrollments
. ~+reduce-the 1ikelihood of costly over- estlmates
Lo Y B of classroom or dormltory space needs, and - =

i LT

-;A-T.f- Astudent reexultment is costly, S0 greater
- eff1c1ency dan méan large saV1ngs -to thegschool

Q L]
N

SR (For example, one - schog l's centralmmanagement feels that C e,
the difference between their target. ‘expenditure pattern, '

- with about 20 percent of total operating: ¢osts . allocated for
recrultment, and the pattern of some other schools, ‘with--.
‘about one-third of total\operating costs spent “for’ recrultanu
“ment, is & critié¢al determinant of ‘their school!s«£financial
- guccess . Recrultment herk

Y

c¢tions with which major’'costs are asso:- T L

_Jncludes adm1551ons and counsellng ) .

skilled potential employees whose job- training: has been "f'¥‘x‘1f
- geared to meet. their nartlcular needs.;v‘ 2 S \\7 ¥
) Management of Proprletary Schools : ja‘f‘ ;;g&w_' R '\ b
\ S AL of the schools we V1srted are operated b




oy ‘ o A
( Lo 5. :
. . Cost control ¢f program offerings requires controlling :
~ class size and coutsg diversity to minimize the number, of "~ :\{j L
"¢lass .sections, ms;iﬁi@q class size, and maximize the ‘overlap, \.= ' =
of classes among ariqus programs--all within the constraint . VR
~of maintaining sbundbeducatfegﬁyfprograms.Whicﬁaproduce place- =~ &

dble graduates. Program ﬁlanhiﬁg follows placement. experience .=
~very closely. Because most-programs are -quite short, the lag'-: °
“-between perceived employer dema d. shifts and appropriate - = . .. <}

,curriculum changes also. is small.  The moSt'importaﬁﬁfggatures N S
/of progrim offerings are: = A R

o b 6 < Y -

e

- S

-' . == .strong vocational orientation, A

/. - short time t complétion,’ =~ . i .

-.{J/ . -1 intensive use¢-of\actual business equipment and oy
T _}ﬂ\;_qproceduref;/andf v C S Y A
-- ‘faculty instruction g Qrédjto individual needy T
S oo N\of students. G R T | :
R R I N S A o x
' . \ ’ . s ) ' ° ) ) 5 ‘.-‘ - e .‘. . . ' + * - . B ‘ ‘ilj‘
' ‘Coutrses. at ‘the proprietayy schools we visited generally ;

are offered in small achieveméntsunits, with’materials grouped |
~into categories that.are-ea to assimilate. “Feedback, in the ~ -

- form of retognition or grades, occurs frequently. ~Many courses,
and even examinations, ar.»gearedﬁto'individual.students'.1earn--
ing. Eapacity, and instructors are responsible for motivating & S
high pe?centage?of\theirQstudents.’JStﬁdents who are having” . T

academic difficulty may be counseled to cliange from a degree . L
or diploma program to.a certificate program which requires less

advanced coursework. Thése factors seem to contribute to the° . ‘
frequént success of the proprietary schools  we visited in moti- Loy
vating slow learners or dropout's who were not_stimulated by SR
public institutiong. ' = o ' . i . ’ !
" Proprietary schools' revenues .are derived from tuition, .
which is'set at ‘the highest rate possible to maintain full
“enrollmént. - The demand at t e schools we visited appears to ' ¥
-, be relatively insensitive toituition a long as (a) programs .
are short (hence oppoxtunity oosts are $mall) and'(b)yadqugﬁe_

o
@

' ¢¢fipancing.is’avai}able. . - ) e
o j'Bébause proprietafy_échool\ﬁuitibn rates are- high g '-__‘ ’ N
-~ _Yelative to'public'institutions!“tuition (for example, = T

~ "tHe -tuition rate at onme group of schools is $450 per . - -

© ¢ 'quarter),-loan programs are very important for many students.
. "About. 30 percent®f students in'the schools surveyed parti-~
cipate in Federal loan programs,. and well over half receive

- some type of non-parental assistance. Work-study programs. -
are generally not popular with students -because they increase
.the time to completion.  Because Federal and.state loan xt o
programs ¢ ~often insufficient to meet students' needs, -x N

‘many schoo.s operate supplemental loan programs. .

Y4 . - . .
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+
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\ _gﬁi.Competltlgh’Between Proprietary Schools and -Community Colleges .
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f?uwxyf """ ‘jInecon;rast'tb#the~Wellsdeffned~goal~of%proprietary !
“.x - '$chools, community colleges are characterized by pressures . -~ .-
,wamgq;gggxpfa'wide-arrdy of area needs and expectations. -Generally, - .
”_h?'ﬁ;tpmmunlfy”tvliggeSeappearw;g want to offer an 'open door'" to . .. ,
4 . all who cannot.get in or sta?“in‘cther~pbst:sggppdaryjeducaiion  SN
“sdinstitutions, and to help students move in the  directionof— a7
‘0. \ithedir-chdice. .Thesé conflicting néeds and objectives may e LTS
w0 deter community colleges from developing effective curricula . L
ad jn.apyypne"program'area}~~uaqademic,,Vodatiqna},-qt,remediél.“-j" '
: A;'“'f’ ~.Qur data indicate that many pfoprietary business “school :
-~ students have above-average high-school academic records and . - A
"3Can'meqxﬁthegentrénceuand academic requirements of four-year T
147 " ofcommunity:colleges. - These proprietary -business school .~ "~ . - -
V' ““students,. however, choose’to invest substantial sums for courses ...
5:HE,'*frthatxarévavailable at mugh lower direct cost'to;thﬁ“ﬁ udent in. - .
& .., public,institutions. Students, in éarlierﬁStudieS'haV¢~qitédg o
=77 . “three major.reasons -for the contirued popularity of proprietary
..\": ' VbCflt igna].SChOQ]_s :r‘ | .E .\\ | ; . . T . . - T B o Lo N .

| o I o

T8 NIl tiwe, including (1) shonter course léngth and 2
- . more frequent st rting points (registration) for - - tel e

o Ul T s classesj; . I Y

B course content, i ‘whichathejgurridulum'bbhtribufeséﬁ'.-»fua"
- " directly to the deWVelopment of skills necessary for - = . -
. employmenty.and s o s N T
under which pToptigﬁ%ryﬁvocational,;- oo
“obgaih'emplgyment}for“thpir. [ AT

TR .. 'p]_acemen't' serv1ce,’
Swe s . schools endeavor to
S\ . graduates. . i

f
0 N
- i

) Propriectary school students complete their programs . N
,,far\more~often/;han-do community -college students in general
- in th .schooLé‘visited;r,(Abdut‘SS*QO*pefCént,of-a;l proprie- S
- tary gdgoolTStudenté at those schools-completed:-théir programs, ¢ . " . .\
COmpare.\{0525-35 perceni >f coumunity college students.). ~ =~ &
. However,students enrolled-in vocational’programg at the commu-. -~ . . °
nity colleges we visit & seemed to have completion rates com- EEESE
“ . parable.to those of pr prietary schoolustudents. We conclude A
“ w0 that comparison-of.ove all completioh ratessbetween proprietary _/(5~
. .- s¢hool and commnnitffeillegefStudeﬁis-mu%%.be adjusted for.dfhe s
o expecta%ions of.the'st'déntgmggemselves -- some community. .. - 7/ :
. college students in nopvocatl _a1<3;g§rams seem to enter for .. T
 specific course credit ,/With.no ex ";ggégylpf coripleting a _ _/J
-degree program. . . T~ o 7.

[ . L
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AT _Placement experience for .the proprietary schools we .. . -
. visited~is quité good. Employers generally are eager to hire -
. the graduates\ of schools known to have sound, training programs. -
Administrators of the West Coast school group stated that t
‘were 8 to 20 job openings -avdilable for each. of their gra
.-+ Placement Services at the two community colleges we visi
|~ .seemed mich léss. agtive and less successful, - (Some stu : “
. transférred frofi, community cdolleges to one group of prepriedary - -
—___Schobls we studied to improve their employment prospects.) . . :
' FurtheT, 'prospective. employers seem d less willing.to ‘accept’
Vil dssurances of’gobdfperformaniéffrﬁmfeemmuniixwggl}egé_pIaéément"-
"offigers ih part \because these comm ﬁityjcolleges"éfé*léss+-_;ﬁ;Lh;£;

) agtountabreﬂforwthcujpb'performance=of,théirfgraduatesw"“'
] . H . . SOy R = : ¢ R oL . : _’ H

Lo Annualgproﬁ%ietary-sqhqdl“tuition”cha&ges are high; - ) R
‘they .averaged $850\in 196921970, compared with-only $148-in - . -
. community colleges. -Any cqnsiderationuqf'totél.eduéﬁtion%m;j” - .
“ .costs also must includexthe'studenp‘s:opportunity~COstgof7 T
- .foregOnevincome.;_BQCause;many-preprietary,5chop1‘piogramsf_;‘U; ST
. \< réquire only one year ‘to completion, the proprietary school -~ .. . 4
: _'student'sﬁcost'of,foﬁegone.income-is substantially lower .. .~ = I
. than that of the community college student., Thus, output of . Uy
- .propri taryJSChobl§,“meaSUredfin te1ms}6f*completion;rates* " .4__\-\p~3
~and job placement, compares well with ‘the experience 'of voca- . ;V‘,'cﬁ,:
- tiondl programs-at, community colleges while total cdsts, - ‘3._,W /!_ L
| \

)

- ﬂ?dldding Cost of foregope income,’ generally are lower.™
f-Administratbrs.at\ghe proprietary schools whith we *
'ty colleges as an importait long-

~visited do not see rcommu S T 1
o R e A

term threat, partly because community college policies, 7/ \
- especially emphasis on college parallel studies, open ad- - ;o Y
~ .. ‘missions, and lack of formal placement services) do not meet . S
. “ the needs of many potential students withist?ong,y0cationa R

. orientation. (The job market is seen .as proprietary schools®

' \strongest competition.) They . do acknowledge, however, that - - . . © L
> the initial-impact on-proprietarynschool.enrbllment_df_a~ri: Y A
new community college may be quite large - the latter may = I AR A
attract many area students by virtue of its low ‘tuition with - /‘= b
. "geemingly equivdlent program offerings. The initial effect -~ /. e
v -seems to be substantially diminished over several years, as I S

the differences- in the real costs and quality of service ', - . .
becone evident to -potential students. However, some low~ o
income. students with strong ‘vocational interests will con- o
 tinue to attenl community colleges because they will.be oL
{inable to obtain a.student financial aid package at proprie- - . = il

~‘tary schools suitable to their needs. - .,




\

1

P iicy Implications

vocatiop

'\, the
" 'Act progran
. . There seems

~ Also, there is
___.“the practices of:

. program, e e

. Defense Student Loans,

but-
Grant Program.®

Additiona

ble for -

" meet to-be.eligi

) P

' sing requirements --- which

. provide voc
sistent wit

- ‘agencies covered

/", Copflict-over the legitimate role of pmdprketar?' T e N\
A nal schools in meetin} Federal objectives has'led =~ , -~ ' .- 7
. to disparities in the utilizat : : R
' .under vardiodus.public .programs.: For example, while. the Man-." .. L
.~ power Development-and Training e

_  Students attending proprietary vocational
eligible for assistance under. .two of the. three
. Education student -aid programs, College Wo

- -, . feceiving loans or grants administ&red-by i _
- byt an aCcrediting”commissiOﬁ;reéognized,bf\fhewgifigp-bf}Educaé,t. .
' . tion. " The Véterans'-Administraﬁidn.and'Sobial,SeCQrItyfAdmigjég:ﬂl
. stration, however, require’
in-some.

.. There.is increasing evidence that pro:
ational education which i
L h Federal post-secondary
- . Fedéral governmént presently

o ————towards use and support of prop
" should address the following topicsi

U

\

'lv‘\' \ Q .

i - . \

jon of vocational..schools

1

Act .prograrns ‘have awarded

N\
AN

N
\

onal offices withimﬁ?ny;one;:z

EEH66T§“aré;;;
kéey -0ffiee of .
rk Study and National
.ational'Opportqnitx

not for.the Edv

~’ssi§£ance'is_aVailab e under . |\

o TTT——prOgrams run_bj -other Federal agéncies, siich as the Veteraps'.' ' .
.. .Administration and Social Secut ity Administration. e
';'the,minimﬁm-réﬁu&rameng;%”broprietary,vocational school must -
Federal contracts or to enroll students N

HEW. is' to‘be accredited: - .

only that schools meet State. licem-""s—
‘cases are virtually nomexistent.,

::ffetafy.SChOGISj1'f | _}ﬁ
5 cost-effective and con-. ‘

does not
rieta

have a’densistent poliey

.8 o

K . ot ) T Y

'ﬁtFeaé%éi?égénciesfwhich;spgnsof.,M

5 - training should be identified and their Support: . -
' (present and. proposed) ofy proprietary vocational
:_SChOOlS‘ShOUld be clarifidds - SRR i o
.. agency with prime responsibilityiiand '
Co T - ol K , Y- i
. ’ , ’ > Ce ’ S TN
l SRR . y .

¢

.'u-ii*' There is.additiohailyfa
varies from state to state,
sometimes. state guarantees.

L

v .
P ’
\

(P.L. 92-318) to the Higher:
-students also may be eligible

Guaranteed Student Loan program which 5

but which always involves Federal and *
Under the Educational Amendments of 19
Bducation Act of 1965, proprietary school

for Educational Opportunity Grants. :

eduﬁmtiOnﬂobjectiVes‘.'The‘5,5 -“>“

ry schgols; 'such.a policy w-.~:’f:f

72"

v

e

‘many contracts to proprietary vocational schools to upgrade
skills of unemployed persons, the Vocational Education
s have avoided use of proprietary busingss schools.
,£O“befno legislative basis for this disparity. -
probably substantial geographic variation:in
individual regi . S

<
SN
K

Generally,| "« i

o




____allowing students in academic studies 'to learn specialized

' .. sive .data on proprietary schools.. Such datja would be of use

.r‘x ~5uppor;3po1icy.changeS'covering a broud/universe of schools.

e N . the pffective use of Federal funds for proprietary .\

i __1  : proprietary school administrators we met were .. ;o
...~ /interested in expanding their services through -~ -

{ _between employers and the schiools ‘we.visited seém~to have ° af?\\;
worked well for all parties.) = SN A T

- proprietary schools is not always readily available to the .-

.° . program quality need to'bexbetterhﬁﬁﬁersfggd;" Better compari-

", \critical fac

'/. . . ‘ . -
. -.\\ :, . .‘ \~.__ - | R .I . i '. .’ V
C B . - e o S
| L

e schoois_and-pfogréMSfcoVéréd‘#~ A Fedéraf“pofiéy:ﬁ f
mist establish standards of eligibility to ensureaffﬁ

schéol training. Federal policy also must address..
the types. of aid which are to be provided. The

7 increased student aid.or through "performance"
contracts for specific training; they opposed. o
- - institutional subsidies_of,théir'schqols‘and'any'qh-;f”
" direct ‘government involvement in-the educational ~ =
. .- program, - 3@ " ' DR Cre T

A Aer&€}a1 proprietary school\pdlicy_also-shouia;éncour-;,
-,”-age‘joinpvVenturesybetweén'proprietarQ'vocational-schools;andf
- othér post-secondary education institutions.. The result would -
~‘be a broadening of educational and occupational choices by - i

;ékﬁﬂjzrﬁxrﬁhfﬁmnﬁ,,ized-envifdnment.‘ Joint ventures. between
proprietary schools and industry— should be encouraged. . 7
-PrOpriet_ry-schools‘cou1d~provide'necessary remedia ki1l

. training to employees. y(Previous.joint-venturgggzzingeméhkaﬂ'

RSN . . ) “e' . L

TN, < s L n SRS
’ ,}.\§A ngcesgary-adjunct;to*the.develmpmenﬁ'of a Federal—w—:._ |
prOpr1etary,school.policyﬁis‘the maintenance of more exten- '

- t0 the=general'publiC,_becauSeﬂfactualfiﬁf rmition concerning

3 .

- potential student, 4 ° - .0

——
——

—

fﬁ\SéveﬁaI;j;seaiéh questions. should b ‘addressed as’.. -
. part of the devélopment of a Federal government policy tbwards |
- proprietary schools.. Firsty—the school factors which icontrol |

"sons .of the-total costs .to-society and: s udents-receiving |

\

‘proprietary. 'schooel and community college/ vocational edication -
also are required. Third, the results ?f these analyses -and '~

" other existing research should be reviewed .to see if they :

. Finally, other Federal higher education( program decisions
\ ‘should -ipgtlude a. considenation of the jmpact on proprietary
\ schools.” The choice, for example, between student aid and
\Gnstitutional'facilities,br,operating cost subsidies is a ,
tor in the future growth pf proprietary educatiom . -

3
v -
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R o 1. GENERAL-CHARACTERISTICS.OF PRbPRIETARY.SCHOOLSF: . f””

7
/. v

.Introducfion'td,Proprietary Spﬁoolé';1 ;.1

o e Lo . S
TR ~ Proprietary ‘schools are privatelyiowned and profit-
S " " oriented|pdsg-secondary. educational institutions which.

. “  prévide vocational training. Although proprietary'schools

: _ in ‘the aggregate offer a wide range of curricula, each = .

Vo individual”school tends to-specialize-in-one,orréxfew o
: _“4f re1§t¢d*area§._ , .o \ o o St

T T S : R R
% . .« Proprietary vocational schools can be grouped "into !
- four general-categories,.b&sed_on'their principal. program: - :
... ‘trade -and technical, business, osmetology, and barber. o
¥ .7 -The number of schools and students in each category ‘
‘ .- - are -showp in Table 1-1 below; in 1966 about 1.5 mG?lion
students were enprolled.in 7 thousand schools.* g
'.‘_'-'\' v . -TABLE 1-1" .

— TIMATED_NUMBER OF PROPRIETARY VOCATIONAL ~ 0
“SCHOOLS AND STUDENTS IN-THE LS.t 1066 . . =

H
i

3% ———— e 4
e

| Schools’ ':,.,, ~.__Students :

Category = . Mumber % DNumber %
Tfédé"dhdiTéchnical “ﬁ--fIS}OOO.a a3 L 855;fl@§¢ ~53f |

- Business =~ - . 1,300 - 18 . 439,500 .28 .

.. Cosmetology' - . . . 2,477 .o 35 272,470 ° 18

CBarber v 204 c4dn o 15,876 Tnde

!
[EEPEEEEVDSY o mee— [EDUREESEEE S wiojmese

.\'

CtofaLst 17,0710 100" 1,563,556. 100

L - L ' L . Lo ok
.. Source: Athagvey.BeLitsky, Private Vocational Schools and. - o
' " Their’ Students, Schenkman‘PUblishing'Co;,ZEambridge,_lgﬁg,"V

N

s : - o o T
¥ This. includes accredited and non-accredited schools offering
vocational training onily._ According’ to a. 1964 estimate, the

.. number, of proprietary "épec1f1tyu«sghéols”9xceeded 35,000 with a;’
- probahle enrollmentgre%;ef han 5. milTion.: Most of the schools -
5
P

inciuded in the latter /eStimate offered lesgSons in leigure time

~\activities as well as g Yoyment oriented churses. Sep Harold
B, ‘Clark and Harold S, Sloan, Classrooms omn Main Street,
Teachers College Prejg, New York, 1966, 2 -

{
/

I
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: N In 1966,.about 94»,000 students were enrolled in

.~ public and private two-year colleges- and about 4,983, 000

* students in public ‘and private four-year colleges and

~ universities.¥® ﬁﬁoprletary ‘vocational schools"' enrollment

. represents ‘a s1g ficant proportlon of total ‘enrollment in |
- post-secondary: education institutions -- 21 percent, compar d
with 12 percent for two-year 1nst1tut10ns and 67. percent

for four- year schools. : . el :

LA 1967 survey ShOWed that most\proprletary schools
have relatlvely small enrollme?ts LR ,

. < 66% of ‘the trade -and . technlcal schools had enrbll- :
3'ments of 240 or "less; _ .

:709 of bu51ness schools had enrollments of 40
_less, ‘ o

85% of cosmetology sch ols had enrollments oﬁ 150
o or less, and o S ,\.

754 of the barber sc'ools had enrollments of 70 or*f‘
. less. o L , - A R
R / ‘ Lo . ‘ ) l ’ "

—
\

. Addltlonal | data for“accredrtednbgslness schools from the

-annual United Busifess SchooluAssoc1atlon‘Member5h1p~Ergf;le LT

'surveys ‘suggest that the composltlon of the average schooI“ﬁas--pj7-,~

not changed o g , R . 8 .
' verj

1/
£

ge monthly enrollments of day students per ) 72f'ﬁf_~

_-ischool were 294 1n 1969 azd 292 1n ﬂQ?O,

* the -mean number of - full time faculty per school -
'rema1ned about constant at/lp 1n 1969 and 9 in 1970,_,

"the mean number of part tlme faculty per school also
was constant at 5 in both 1969 and 1970
. S _p/

—

*/ Department of Health Educatlon ‘and Welfare, Natlonal Center.
for Educatlonal Statrstlcs, u_gestnof,Educatlonal Statlstlcs.-
g Washlngton, D. C.,—l970"p. 75. _ ,

. . ‘:) h ’
WY, "

** f Belltsky. gp c1t., p. 13, 3],= o 'j'g*.f

-
|

b
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nized as business enter-

groprietafyﬁschools'éreiorga

r": .i,_

. N Ed

’ ’ ol

A14 o
O

o

sole proprietorships, .

three general ways:
“business corporations.
‘ toward corporate -ownership in the past

‘,decades,jaS.shoWn in the following table: . .

. prises in one of
- ‘partperships, or There has been a_
d tendency

. ‘sever

1939%and 1962
SN lesz

| SCHOOLS-BY TYPE OF OWNERSHIP:

OWnerghip Type

t}SOlg*PropF1etqrsh1ps

" Partnerships

.. Corporations

~ TOTAL .

"Encyélopedia of

obert "

réprié;arY,SéhboISW,?
earch, 4th-edition,,
'an_Co“,~New York, *

edited :
969, p.. 1026.

.. v : : . ’ Lo .
I ST o . . . . s,
oo . A -
N .

é : R}A..FuitOﬁ;."ﬁ
. Bducational . Res
E,,K@ei,,ﬁach-

¢

“toward corporate ownership

“chains" of proprietary:
N ndicated by the follow-
usiness Schpol Association (UBSA).
eir status ds subsidiaries of = '
‘than tripled from 1969 to 1970.

. To some .extent, the tendenc
. ‘reflects a tendency toward acquisi
. schools by larger'corporate entit

‘the. number of United: B

tion of

ing table, :
member schools that rep

- orted thi
jpub}icly,helﬂ corporations more




Sy anerghip T&ﬁe}.

¢ . TABLE 1-3

¢ " CORPORATE OWNERSHIP OF SCHOOLS: | 1969 "and 1970 -

o

1969 .

o .

Bus eSS oTROTAtIOR G T 7 e199
. o SR N E -

' Busigess. Corporation

“Uhif'Of'Businesg'CQgpdréf,a / ;i,:t.“ﬂk ST
- tion -Publicly Held -~ ,. =~~~ 716 ' - R T

JroTA v % 2220 o 258

oW N

‘ L . N &
AT ‘o
- . E . . - 'C.—‘, . . . ' I L 3 - . . L ",
Source: 1969 and 1970 UBSA. Membership 'Profile Surveys. .
- i v ‘, ) . . ) - . E 7 ! _‘;\‘ '__.. ' ; . . : a: o -
RN o . L A ‘, ul‘- o ) e -

e ‘ { i " :
N ° . ’ ° Y 0 b L

| ; Tﬁewiérgefjﬁdfease iﬂldbrpd%ate'ownéréﬁiﬁ during ~ .
the period 1969-70 derived from the .increased acquisition .

of proprietary schools by -large. corporations.. Some of

the largest corporate '"chain' owners ére;ITT;:wﬁxh 15
" schools in its education subsidiary, and LTV,
- schools. R L
I - . R : e ' foee
Hfstbr’* - e e R

0

L8

4 . 'There is a iong history of conflict over the
acceptability of business education dm the .curriculum

of]nonproprletary'édudationalfinsixigptiongf’“Inx1897;-
when business training was generally thought to be

| . | | ‘
] . . . - . s .
. B f . .

-

F

* Because we feel proprietary business schools' programs

};e EEN
L : ' 3
i .
o l‘i
i
t .‘!,'
i i
. A
t
5 )
©y - :
.
[}
&
. oo A
ST
..
i
oL
[ \\
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I

.

more closely resemble nonprofit education institutions' ..

programs .than do programs of other roptietary'SChools,f},-TJ

the f6llowing history of proprietaty schools emphasizes
~ the PTOPrietafygbusinesérschoql.. G N

N ’ . ¢
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. : . . -, oo T e,
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.. - :an unaceptable. role fo; cblleges and univegsities to” . L. ¢
% £11T, only 5,800 .students were enrolled in/business , =« oo\ N oL

;}:}%Tcpursesginsuniversiti s, while proprietary’ business et N
7 choals enfoLIed*?I,%ﬁO students.* Since ‘around 1910, ~ “~°° . ..

3

... 'the .educational community has-‘grown more’ réceptive to-the. -~ . .7,
" need ‘for yocational gducation; business andgeducatibﬁ”izq.,, e
¢ .+ curriculum offering; in colleges and unive#sities have * - _
7. expanded even' though proprietary vocational .schools: of-- T
.. .all types also ‘incfeased. . . B
/" The’ cycle /seems to.have been completed. in the last decade. -
gain have stressed that four-year colleges oo
“ought to eliminate business and commercial " v .\

any educators.

'/;/énd universitie

h . /o subjects from:_heir'qndergraduate,curfiCuIaﬁ‘ As four-year - .
/" nonprofit institutions withdrew from this ‘area, propriet- . -~ -~ . w0
ary schools and twb-year{cqlléges’expandgd‘pé £fill- students' _° - SRR
-unmet needs.¥* . . 3 A '

. ‘e - . 0~ ! P . . N \- o
RS S L . . ! L AR - : . bt .
A s b T o N

. S foe o CoE T Lo ST - o o
cow ALt ough enrollments in all post-secondary: education
institutions fncreased1gneqtiYTiﬁ_theJ1960'5,***;the growth 'in
business chooljstudents.waS'éven greater;. total enrollment e -
in two-ygar gchools.-{publi and»private)jincreésed:138'percenfj'gf\;g'¢ j
“from 1960 to 1967. R o - AV

.~ /Enrollment estimates ffom-Acéredita?ﬁ%ﬁ Commission
. ... Busingss Schools (ACBS). surveys of accredited proprietary.
- ... busijless schools from 1963 to 1970 are shown in TaBle 1-4.
"4 . (Dat/a on non-accredited schools were not available.) Totalt .
- ‘envollment increased about 85Lpercent'from‘1963_tQ;1967,_While_“
number.of;memberischoolg%@ncreased-by‘SO-percgnt,'ﬂsubsé% '
'ent,possibie;enroliment,deglines.may be due,. in.paxt, to' , |
“increased avajlability “of“busthess education 4at..lewerxncosts in- . - = _;
/public- communjty colleges or, to the increased availdbility' of jobs-' ;ﬂ§?

3

for - v -

¢ .

¢

Tw o 'Fultdﬁ}-gg, cit,;_pf11024"- '

%% - Ibid,

- ‘ o - N

%%  From 1960 to 1965, total'eﬁrollmentfin'fdur~yea¥;\pdstn._
seconddry educatibn,institntiOnsuincreased'ss_pereént,
~from 3.2 to'4}7gmiylion,,and,anollment'in~twolyear : -
schools (both public and private) increased 89 percent, .
from 450,000 to 845,000 . Digest.o£YEduCafiona1/Spatisfics:

1070, op. Git.s P+ 66 s i
ik "BdsinéssQEdﬁCétipﬂ:;-Posf~secon&ar§ ihétitutions“, — '
"o C. Deigh- "+ =

" Encyclopedia of Education, Yol.'l, edited by Lee
,ton,,MacMiIIan 99,7”New 2ork,‘;971,“p,'519.' 3 .
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;% ACCREDITED BUSINESS SCHOOL ENROLLMENT: 11963-1970 . |
i,;x_-h. - ?// - | _O‘R - g - o . . - ) - -

w i) -
’_g—‘ .o ..l . . .
. . .. ' Yea’f

: TOiél?' L :f.Number of , Average Number ' -
o ,Enrpllm@ptﬁ Schools le.Students/ﬁchool /

le

L 19637 76,796 1 o222 0 3
V.1964. .o, 86,252 1. 225 384

11965, <116,234 c 264 .o 440 - -
1966 - . 124,453 309 - ., 7. .403 . . el
Lo, 01967 7 142,649 . - 3327 . - 430 - s
.0 1968 .-, 119,665 0 348 S 344
1969 - 97,812 T T ‘318 - - U307
. 1970 :- . -130,109 . - 2410 0 -317 - °
s Thi%=figu{§ represents only the number of accredited.business * =
-.. sehools " whi participated in .the .survey; all members.w ‘e "in-" -
‘.- ‘vitfed to reply. There wére almost 500 accredited busjness: . -
. #7. schools 1in 1970, “The data ‘are taken from ''ACBS 1967 Enroll-- .
7~ ment Survey", The Compass, October, 1968, p. 13; and 'ACBS -
rf.Sgpdént”and Faculty Survey', The Compass, July, 1971) p. 12. -
~’. N £ ‘ v A. “‘” . L b ’ C ’ s 7. o - | y
~» % These data!suggest;that‘proprietarylvocationalfsc o0ols may =

- have faced especially strqng competition in thej perio 1967 to -/ R
- 1969 from both major competitors .--' the job mar et -and public . _ ///
“;icommunitf’colleges.;"Ungmployment fell steadily duriflg the. — 7 .~ 7.

g . 1960's, from 5.5 percent in 1960 to 3.5 percent in 1969. - The 4
lowest rates of the decade, 3.6 percent and 3.5 pergent, were
‘achieved in 1968 and 1969, the years in which-vocat onal-school'//

‘enrollment declined sharply. . Conversely, the unemploynent rate.

rose to 4.9 percent in 1970; and vocational school/enrollment also
increased substantially. - (Proprietary schools gemerally do well -

L in recessions; persons with' limited skills are likely, to be un- o

©.. . employed and anxious to obtgin job- training.) v: Py 1ic commufity

.. college enrollment increased 46 percent in the tﬁb years from 1967

f,uto 1969, compared with an enrollment, increase 0 /Only 43 percent ?”'iMx
..« . .- in the four years from 1963 to 1967. The .combi ed effects of ‘ '
'_'..plentiful jobs and the_increasedyavailability of cheaper training

"in public community colleges, may explain, in 'pdrt, the enrollment
declines in 1968 and 1969.. | ' I - G

A,
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. 4 ! .
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~ ‘Technical vocational education, at both the secondary
and post-secondary levels, also Féa;ized.subétantial-growthu ‘
- during the past ten-years. Until about fifteen years ago,
. ‘téchnical post-secondary schools served very few students.
in comparison with traditional two- .and four-year institu-
. tions. .The Soviet launching of Sputnik ¥ in 1957 dramati-
¢+ qally directed public ‘at'tention to the need for more - |
~ technically trained personnel;nandklarggly-provideq.the L
jmpetus for passage of the National Defense Edpcation

Act (NDEA) in 1958;,‘Increased_national;aware;eés apd*new P
funding provided by NDEA led to rapid enrollmgpt apd program

- expansion in technical schools. The number, of technical .

- post-secondary schools increased from 405 in 1963 to 1,697 . -
in 1968 -- a four fold increase in-a five year period. In
comparison, the number of two-year colleges doubled| in the

. pastilO‘years.tb'l,IOO institutions {n.1971.% . . | '

- T ‘ { . o

[}

? . . o

% pavid S.'Bughnell'and Ivars Zagaris, Report From Project
. Focus: Strategies for Change, American-Kasociation,of_%unior.f

14
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| - 1_1‘\.' MANAGEMENT OF. PROPRIETARY: SCHOOLS = - B
- - - T :'”'4:. 4$,/Lw o g
Objectives !/.; BN R AR G

. —_ : ' Cov o b B -
o Tt There'abpear%‘tp be general agreement among administra-

-.tors, faculty,_and‘students,atmxhﬁfschools¢we°Visited;ab0ut-
those proprietary schopls"apprp?riate~mi$sion4--‘speqific'-'
“occupational training aimed tqwardwfu¥}#%ime“jobfplacement'
in the.shortest possible time, - The ultimate. veto—aver out-
puts. resits with the students, who.purchase the services of
‘that school which most clo ‘

)

i sely feets their needs. Although
 some students.pursuing aCademic studies in two- or four-year
.cplleges~may‘select'a%ééhool.based,oh;noﬁadademic reasons, . .  .°

_ proprietary vocational school students we encountered generally
. .seek well-defined skill traiping and placement, and are .=
~unlikely to atten& a proprietary school simply to "find,;hém; _
‘selves". ., Proprietary sghoolk student choices, therefore, are- . . .

based. on a~relative174preciSe.output'mgaSQxe_A—'jobs and - ;.
_income’ received ‘from training.* The Targe ‘number of "proprie- -
s tary vocational. 'schools, theif;growing_éompetit@on.with L

_%community colleges$, .and the.requinements;ofaaccreditation

generallyﬁinsure'that'prOSpective students dolhavefa“real

choice of institutions. e 0
- SRR s L .
© ’ - L) ¢ ‘ '
y o - A . ' . \ P
a ° ) LR
BN

. % % Many economists /analyze post-Secondary'education in terms
— 1 of the rate of retufn on.students' investment in human capital.
\x/) This approach is'c iticized often because education at tradi-
tional four-year cblleges and universities combines elements - .-
“of .investment . and/ consunption. Training a2t proprietary schools -
';pr%bably is more/amenable to analysis of rate of return -- pure

Jinfestment --° tWan is dny other type oflpqst-secondary.edﬁpation«

 The student pays his full cists and measures. opportunity costs
against future¢ income before enrolling in a proprietary school.
The curricul is totally directed towards increasing future -
income. /o S A e

[




:gbusiness schools to grant A.A. degrees as well,
e B T ,

. . -
Lo
' - : \
.

<

Program Offerings
w ;’The:brogrgm-qfferings afWQne\prbprietaryiScuthern“' .
bisiness school are representative of proprietary business ~ .

schocl curricula -~ x :
- .1 . general business ° - clerk-typists - ' T
- . secretarial =, - - . .senior secretarial - - L
’ ”i'- " stenqgraphicfﬂ;y_,f 2 ,ﬂ\megicalySecretarial )
- - fashion secretarial - >fashion merchandising L
" . data processing: [ ' basic accounting = o Lo
a senior- accounting - .. business administration s o
R . . . " L

Franchised courses are ayaglabie*fd??maﬁ?Vsubjths,;= =
-One business.school, for.example, uses IT 's franchised R
courses in speedwriting, shorthand, "Mr."EX scutive", - <
and fashiomr merchandising. SN T :

' o . o S . . ' L N . e K .
! gg?¥Bgm§m offerings generally include diploma and certi-

. figdgion. prograys. Two-year programs also may lead to an

A K, dégree.* Diploma programs. are three to six -qudrter.:’ . = ¥ [
concentrations in -such subjects as stenographic, 'secretarial, - -
medical secretarial, general business; anijjunior'aqcounting.
'Cértificates'of'achievement_generally,require'less time -- 3
one ta'threé quartefé'~-_andﬁare-obﬁainable'for very .specific C
skills, such as typing or shorthand. In business schools \ -~ .
offering ‘diploma prograns)in data processing, courses in this ;

area generally are. available as electives to students. in -

other programs. ~These students then qualify, as- junior.. v e
_ﬁyogrammers*in addition to their primary program qualifications. . -

‘ ' A ’: o . '_ . A " - . X - : e ‘ ' ' \ -

‘ :Stndeﬁ%s who are hgving'acagemfc'difficulty"may'be A \';
counseled tochangg from a degree or diploma course to a -

certificate programy which . requires less advanced coursework,
AFtr:example;.dne-Degg,gi,lns$¥uetion—stated“fﬁﬁf{f§§“16ﬁ§”as
lgﬂgﬁents»arefmﬁfiﬁéted, even if. they do not have the ability
““to-complete a diploma program, his school can certify them:in
a specific-business clerical skill and guarantee performance

.‘aqdzmotivgt}on to a prospectivq:employep;'

~

% Geveral states, including California, New York, and Florida, ¥

allow propriétary schools to- grant Associate Degrees. . A:A. .
‘degree programs include concentration in such areas as accéounting, - v
' busine55~aﬁminfétration, marketing, and data processing. The' e

Accrediting Commission for Buginess Schools, however, only accre: . -
. dits two- and four~-year junior and ‘senior colleges of business. - °

which. grant A.A. degrees, even if the state authorizes one year

°

P
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" gtudents o . Y :

piétureiof,students enrolled in proprietary business schools:*# o g_'

“ Approximately 20 percent, of ‘Students in accredited business

" placement in typing and shorthand on the basis of tests).

' “the students were “enrolled in. the academic program in high“sthdblm“f.l
L o ¥ S PR R

. f* ,;,,.‘F_ull‘tO.n: QP.° Clt‘.jpp . -1025/.;.1027,0- N \ ' L Q - S

: ) Y
. */*1*' Fulton I _1__9_9_;

.. Data from a 1967 survey* ﬁrbvidé}the'féiIbWing“géﬁerélm

--. more than 70% ‘are ‘between .18 and 21 years of age;
- -() . o ‘ ,:‘ .I e - ’g ‘:-I\ ..&i, . . —‘ ' o o G :
B e abdht 80% of the business. administfation students fooo
Ve 1‘.:areLma1e, while about 90% of secretarial and . -;// T
o qlewicar'studentg,a;erfemale;." T Y

“

.”Q;.';-;valmbsf'allyarefhiéhﬂsqhagiféraduatésfwho'rhnkedﬂig |
L ..~ the upper three-quarters: of their graduating. i
’ .. classes; and =~ e DA
T ST -

, . [ _- L . -,,__" j,,.: Q.- ) rf ) - . - .. . ‘ . ‘ . ’f_\,:';:.\: ‘.‘_ | . . \' .

school. , . "« Lo -

“schogls enrolled ‘after having completed one or more 4emesters - 7,
Fin,four-year~colleges;andxqyiversities;*$* e s T
R year cotleBes AL R
- The general admissiops requirement at thefpxdprggparf"” e
schools we visited is high'schodl_graduation,(with advanced ° //'N\\m;

Many studenty at these -schools. are highly qualified and could -
have chosen to -attend fopr-year degree granting “institutions. .
At one” school, two-thirds of the students come from the‘top - -
two-fifths of their high school c1ass...At‘twdrotherkschoofsgin o
the same group the students are uniformly distributéd.by‘yéﬁkf o
c (€480 two-thirds in*thé-top'twéuthirds);~abQut-QO perceiit of . .

i that students at these schools' are similar"
- . to those in"proprietavyvbusineés‘schqolST“ See A..Harvey
BeljtskY’ QRO . tit L ) pt 95‘{. ' w o S \ . -

Kk ‘paté §£0mja“1 67 sﬁrvéyvOf-trade,anditechniEal school';', b0
~ ‘students éﬁo; LT

- )
? v
Ve

Cito .',{l N
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‘qualitatiye aspects

7 and int _
student/ governance and institut
impressions were corroborated b
and they follow directly from the.m f P

" ary schools -- voc tionalftraining'for;immediate

-~ Faculty*
.  The faculty .in proprietary business s
" haye college degrees; many also have.M.A.s,
certifi¢ation or relevant job experien
business schools §howed that. 55 percen
-~ laureate and 23 percent held advanced degrees.).
 of trade and technical schools found
" is male, between 36 and 55. years of
_been recruited diréé¢tly from a position i
Ninety-nine_pércent'had,tompleted[high&sc
. 'petrcent had one or more, years of college;
 the latter group had soje graduate tr
Proprietary school faculty salaries“g

N

_Many_studentS'atténding'thefwest

$15;000fincome).were-fn

from college preparation progr
‘fers from community. colleges.

- West Coast has led to increased
" with a.relatively high percentage of:
ograms in h
~ Students: ati

ual

dent Southern schools are primarily femal

Although_Wew6btainédwnb hu3ﬁ%i%ative;daté’dn the
€ of students attending proprietary
the students séemed to be extremely motivated

schools,

ment. .

-~ all of the secretarial programs we Vi
accounting pxpgramg.arefaftgndqubyﬁa

site

N .
!
K
!
!

1)

_ s 00.to

) 4 of their high school class,
~ and also could have chosen to attend .a four-year degree=granting -

institution. The recent turndown irn R

o . _ Codst .group of 'schools -
we visited (most students come from families withx$7,b\ S

the top half

‘job possibilities on the -~ -
ity of student applicants,
new applicants now .coming )
igh school or as-'trans-
one of the indepen-

“(as.is the case in

rested in future employment rather than im:/"

ional policy. These " .

y school administrators, ..
ission of praoprigt- »u . .

ce.

)

o

S

v e, ..

sited:-- bookkeeping and. - -
“prédominance of males). iy .

chools:géﬁéraliy;gﬂﬁf
~state -teacherr .*
(A 1963 survey of

a
p

t of faculty held 'bacca-

‘that the aver
age, and generally has
n industry. o
hool, while 62

13 percent of

aining, as well.
enerally are competi- . -

tive with those paid by area public high schools. Most:
“faculty hold one-year.contracts, and no proprietary

school faculty hold life-tenure p

%. See Fulton; Op. Cit.,.p. 1
cited in thiS'section; '

S u o
026, for references to surveys

s

ositions. -
S

/

/
s

g

CLaN
. Foym
o e

\ .

A 1967 survey. .
age teacher . .
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. o Most proprietary school faculty we met seem to be full- -
. time, except for'those}teaching‘evening:prOgramé, Faculty are
. ‘requiréd to teach from 4 to. '5 hours per.day;ﬂeVening.programs"
offer faculty the opportunity tc earn additional compensation.
, Accredited proprietary schools are required to limit faculty -

- work loads 'to 31 hours per week.¥, T

, o o | : . AR
S Faculty ip proprietary vocational schools do not appear .
-“to affect résghrcevallocatioh.significantly}WLthin a school. . ,
Several reasons explain the relative powerlessness of proprie- . -
tary school faculty, as compared with their counterparts in%\' -
.'_four~year?collegés'and.universitiesf**‘ o

.- Vocational school faculty members-usually have

© 'qualifications equivalent to, or less ‘than, those
‘of public high school teachers. Their skill ..

~ requirements are not . unique:or. advanced, and they.

“ do not.add to the prestige of the. institution, as-
do- "star faculty" in many universities, whose

‘specific expertise and access to funding makes

them;both11mp9rtant-att?agtions'Qf~theirfinstitutions )
- and”difficult to replace; A

<~ Many university faculty members are involved
e o in externally funded research projects which _
. 70 gives those faculty some economi¢ .independence
- R ”‘-'from;the73chogl; and s : e ~
. -- _The opportunity to wield power over resource ;.. - -
~-.allocation from_year_tO'year,.which‘univerSity-
.;f;culty-haveggained-ftom.the'traditionalztenure'

" system, has ‘been -denied to vocational school . " .

fwv’”_faculty”--thO'generally receive no more than
' one-year contracts.. ... oo T :

*  Accrediting Commissionijr'Busiﬁess'Schdols'of»ghelunit,¢“_ |
Business Schools Association, M"Operating Criteria for -. = |
Accredited Institutes", Washington, D,C.,jRevised-November,'f‘”'
. 1971, p. 2. A discussion of the accrediting prqcess and. -
‘enforcement of operating criteria is presented in the Chapter
on Policy Implications, infra. o B

. %% - See Erickson, et. al., op. cit. Prominent faculty members
U were found to exert a major infIuence over the resource . . -

dllocation process, generally in proportion to their,preé;igs
' within»the school. See.especially pp. 27-28. . "« .

P -




j‘f Aﬁthough'prdpriétary”vocationa

e

are equivalent to area high ¢chools'

- more attractive by the -faculty we
. less non—c}assroom'(administrative)”wo
Jare more highly motivated:to :learn..

" .Some of the proprietary

that admissions counselors/recruiters have

\

AN

'schogls we Vii

1

1 school fééulfy'Saléfies,f

. re equival E schools' salaries;, teaching .° ',_;u¥§,
© .. .positions in proprietary: schools seem

to he considered . BRI

met becausé they réquire

rk and because|students

" year!of teaching experience. This requirement was seen P
~as desirable by almost all of the school administrators we . {§§f§;
‘interviewed, both because it improves the quality of coun-. DU U

‘seling (and

~ Operations’
R

N\
PN

. the schools.
_.a dean or director, and
Tncreasing  student enro
“standards for program O

" The management te
we visited

: the school's image) and because.they feel it Q',f‘
“improves the 1ikelihoﬁdythat.students“accepted are suffi-
.. ciently motivated and capable ‘to- complete their prqgrams,

* . " . ® . R . "
teams primary management pggksih%

ams responsible for operations of .
gene?allyﬂconsist.of'a-president;
several admissions ¢ uriselors., - .
llment, meeting cost a _
fferings, and placement are the

nd qudlity: -

.\\‘.\

 ReCTuiﬁmént/Admis§ions Counseliggﬂ

. ‘Student 'recruitmen

~ pective students and -théir parents.

\l v , ‘ ) .

: ¢ is ‘the responsibility of the "
admissions_counSeIors; All tpe schools. we visited v
- recruit primarily'through.indlvidual

contacts with p“ros‘?.:"=

Direct mail and jnews-

paper advertising are used only infrequently, perhips, to
announce evening school registration '

graduating high sc¢hool seniors
college students -ip January.

‘in June or nofireturning..” -
The recruiting effort. 2

or to attract ey, T

. instead is- built around presentations to high school . .
student- assemblies and classes.. Counsélors .discuss -

first the advantages of
second. the advantages 0
present some guidelines o

.and distribute literature and postcards.  Respondents are ».~;;V/;f o
invited to viSit‘the campus, - . : :
th counselors- will:determine /

sent a school.catalog and
where further discussion wi

whether or not the “student should be

- Referrals from previo
cent of new.

RS . : ! 3

us students gene
applications at the West

a busingss career generally, and I
£ their school; they may :also, ER
n job interviewing, grooming, -etc., .

encouraged to apply.
rated as much as 70 per=
Coast .group of schools. -




_our sample.gf prOpri¢tqrynschoéls because: -

=X ”The'pércéhiage-dfwtbtaiféxpendibé;ea:alldcated:f6rl

~ school cannot be compared directly.: Proprietary schoolls
~probab1y,allocate'more.dollars per student” to recruiting -

-pérform a wider,arraypof'fuﬁmtions-thanﬂrecruitmeht-a_one. AT
' ‘Speaking engagements at area high schools :provide -a School with - .
+ gpod public-relations. "In addition, ‘recruiters counsel students

~‘on training and career choices. ‘While somg’ communit

‘appeat to have no direct recruitment expeypditures, guidance
counselors often perform similaf functiong 4 visiting area

. high /schools’ and providing career counsel
- they 'encompass- must be closely defihed. .-

"-obtainedﬂboth'for proﬁrietary'SGhbols“and community|colleges,

... They also operate within_separate.capital-and oper
_ without taxes. Proprietary school administrators,

K
| \q

. costly equipment;féontrolling.class-diversity and faij}y size, etc,
. o [ [ . N . R . . . . .

. Community college ,administrators operate under an incentive to

.-

e

“An effective recruiting effort is very important to . _[. -

> e

-- it enables.schools to project emrollment '
“dccurately, which helps avoid - costly errors.in. o
leasing or purchasing dormitory and classroom |
. space, For.example, most schools with enrollment/

. of about-500,§tudents'can‘pnedict,enrollment'Wit <
in 6 to 8 students for a quarter -in advance; and

" -: .recruitment .is costly, so that small percentage |
' ~ -savings "involve substantial absolute amounts of | e
money. - The managemerit of one group of proprietary = = .
o schools sets target selling expenses at about 2
c ‘-percent'of total'revenues,_but‘the average \at many
schools probably approaches one-third.#® S BRI

[
-

recruitment for a typical community college and propri tary

than-dp,gommunity¢colleges,-reflecting the fact that dﬁiésions'{
cOunselors;.who_rapnesent;¥be:bulkvof_this'expenSe;.g nerally -~ ..

- colleges

ruitment

g, ‘If ne '
activities . °

experiditurés: are to be compared between schools, the

Even if comparable total dollarAexpenditure és-imates-were

they could not be ‘expressed as a percentage of tctafleXpenditure,5ﬂ
because total expenditures also are not' generally comparable. S

seek'operating_subsidies;%o expahd the size of the i

under a. profit conutraint with taxes and- capital;gosts ing uded,
have an incentive;to,control.costsnby leasing facillities Aand ;




- ~.._

Instyuction =~ .. a A

o “costs primarily are- composed -of faculty salaries.
Cost reduction must focus, therefore, on ‘increasing class :
size and reducing course diversity without redpcing the .= -

. educatijbnal. merit of the program or disturbing proper ' o i
cgurse”sequencingarf'as-controIled by placement experience. = ° - -
Program offerings generally follow placement experience - ' .

“quite closely;“betausejmast-programs.are~§hort,;thellag X

" w’betweeii changes in perceived employer dema d and correspon ingf .

changes'in_pydgram-Qfggrings is also short.

~~~~~~~
———

A -

. P

.- “The adjustment process may "involve deFetingientire. "\ UL
programs. ~F0r.examp1e;'following'its;ééqqisixléﬁﬁby'one' I
~ large school group, a member school's courses”wé?éymeduged'g,.='V_A
. . from 80. to .55 by adding a new p¥dgram with good appeal and™
“placement pqtentialﬁgegfashion-merchandising=~rtand deleting
the real estate and transportation management programs. and.

.~ some- redundant marketing. courses.' -

The West Coast group.of business schools plans to °.
eliminate data processing at all locations. The central A
.« management feels that "while.Student'interest,in automa- R
 tion remains high, it-is difficult to convert this into” . o Y
enirollments of intellectually qualified candidafes; it is
. ~even more. difficult to place graduates in a serdnusly - .
. declining job .market where even experienced programmers )
are unemployed". ~. -~ e B

-~ There is-a.good deal of pvérlap_between.coursesfin%_
. different programs to_keep'the.total;numberqu.course '
. offerings small. For example, ‘in one school, the secre-’:
. tarial course requires 96 quarter hours:ctredit and the
©.o i data prOcessing-seertarialicourse'requires;114Aquarter' . .
’ '+ “hours credit., All but 4 quarter hours credit required .in - -/
*  the secretarial course are_ requiyediin the data processing- = . . -
'secretarial‘course,,and“éli the dat# processing credits also - N

- are gﬁfiuded in the data pro¢é551n§“gggubp§jne$§tadministra~.”
‘tion-data processing programs. . T e

- ;Furthef,.mahy,coufses-are geared to individual students'
~  .learning capacity.‘-Egen_examinatiuns may be modified to ,
- meet the-individualgstudent"s~needs;< One photography school

.in New York gives oral exanipations to students who have

difficulty. reading. | | g L
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‘participation

- and laboratories;~and’xp_minimi

¢
PR &
P v .
L.
. 2axd oL,
. 2. s 4{{1\%;5/
o L {:’
R :\ . rﬁ" v
o 'tr.ﬁt;. ‘2~ o
K

| ‘Instructors are responsible for suc
vating and training a high percep;age

Because most students at the schools "W

instructors'are'required to ma e\qogrs

through presentations ‘and demonstxation

l : | :
__Curriculum plannf%gnin school group
increasingly centralized, but with ext
The West Coast group h

“to upgradeaand'dbéument.its~curricu1um

Itemporary.baSis,

_curriculum is responsible,

rary the director of busin
a major public secondary sc

-school faculties, for documenting a-sp

. "curriculum for.

~ member :in"tliat group has dif

., .'Tum-development, the standardized curriculum seems to be_Wellﬂ_"ﬁ

'management found that'it'cquld-reducelcosts.and_imprOVé
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© . . Equipment in proprietary schools often is leased == = -
-+ .. providing some protection against obsdlescence -as well as

. tax-.advantages Z-"and is related closeiy to equipment . .
: " used.by actual employers. - gtudents transferxring. from .
- . _. comminity colleges t~.ithe West'Cpgst.gﬂoup of .schools i - -

\;pecificallyxnoted‘t » the proprietary schools' equip~
ent was related mor, :losely to job neeéds: than was:the

" equipment they had used previously, .=

".:  Placement S ST SR 734.'
-7, Flac ) ‘ A S

Placement "is the central indicator of, a proprietusy . - .
‘school's educational performance. . Good placement. records - - - v .
are built‘by-recruiting'motivated,.trainablé;gfudénts,aandi L
then graduating and placing only well-trained students: . =~ « -

 .Under these circumstances, employers are eager to hire
_ the school's graduates. - T T

S ©‘Although a good placement record is extremely S
- ~important to a school's reputation, placement is-not. = ‘.. = -
. cost'ly to the schools Weﬂsurveyed'and,fasgyet,ﬁd0e5=not.%%gm
" to reqlire much management attention, becduse employers gre .
-~ eagers to hire.the graduates“df.respeCted,SGhopls.,;The-ﬁanage-~“
- ment of one chain of corporately owned: schools indicated, -
‘however, thatioﬁﬁqof\their;immediate:obje&tiVes’iSitQ_ ] B
commit additional resources to a more formal placement effort, "
. in order to ificgease their comp€titive edge relative to public
_inst;tutioné¥_ ”;fmj co L e e

o The. West ‘Coast”group of schools offers their graduates
‘lifetime placement assistance and bruﬁhfup/refresher'épurses.

. "Although only about 10 percent .of students take-advantage:of
“this service, the management feels that it is an effective
recruiting device. This. service also offers an opportunity. .
to monitor the;duality.of-training;-be@éuge"inadequatevttaining L it

.. might lead to -frequent demands by the sdme student for re: o
; u”fgesher.coursqs;qr,for placement. o SR
, " One group of schools owned by a major conglomérate

. aISO"operateS'a~£orma1“placement,senvice,in which place-

ment officers assist the students throughout their training,

K

-
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counsel the students On cunriculum‘design,,maintain;files* .
" on:each student's employment;preference,_andrarrangef
interviews. - The students aré.“¥?iﬁed'fon job interviews .
“by the placement officers as well. ‘Wh#®Pe . placement is ;
. generally limited to a school's immediate area, this group/can
- place students ‘in other areas through contacts with other; S
schools; there is -even some foreign placement on temporary.
_ work visas -- for example, in England. .-These schools have
- .maintained ‘an excellent placement record --"one school’
- ‘obtains an average Pf_ZO job offers per graduate. - =

. ‘A1l of the scﬁpdls*we visited reported that they"
had many more calls for students from employers. than
‘they had students- to place. .. All schools also. provided- .

new students with lists showing iob placement .for previous
-gTaduqtggl_igéghat-a_pqteﬂtialuapplicént'cduld-discussw
the school with employers or other students. . . . =~ '

o

,i,Oﬁe_of,ﬁhe_adﬁantagéswof'multi-school operation .can
* - be.wide geographic pladement.‘iln fact, recipyrocal place- -
- ment is-4 service that many of the good proprietary schools
.~ ip-separate geographic markets offer each other, regardless
of their corporate affiliation. The possibility of -job
placement coordinated with other member schools within
. a.single group, however, seems to have been more valuable
in dealing with high school guidance counselors than in'
plgcing_graduatéS':r-largely reflecting the geogrdphic. S

"ijob preference of the graduates.

. Salaries™for proprietary school graduates seem- to: be
competitive with those of publicrinstitutions"wgraduates.

- @raduates of one business_administration'andéacqounting pro-
gram we ‘reviewed start at $600-$650 per month. “Mostmaccountin%

graduatgs accept positions with- CPA firms, industrial andscom-
mercial firms, and state and Federal government agencies. Secre-

“tarial graduates start at $450-$550 per month, . oo .
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. Proprietary schools': revenues;are'derived from: tuition, -
. which is set at the highest rate possible to maintain full en* -
rollment. Proprietary- school students seem to be relatively = '
insensitive to tuition as long .as (a)* prograins are short. -(oppor-

- tunity costs of foregone income ;are-small) and (b) adequate.
qfinﬁncing is available.®* = - = - oo =}%'¢Q R

. | S IR D ST R Sl
., i Financial aid is required by many étudentsﬁﬁhb'atﬁénd the -
proprictary vocational schools we visited. .Tuition charges are *

* high, ranging from $225 to $625 per quarter for the schools™in

.. our sample, and most students come from-lower to lower-middle
~ income families.' A study of students in one of the large corpo-

« rately-owned group of schools showed 90 percent of families' in-

' comes are.below $15,000 per year, and the inccmes of half are _
‘below $9,000 per year. In this group of schools, 1,200 students
(or. two-thirds of  the total enrollment) ‘participate in Federal,
state, or Federal/state combined loan-programs. The West Coast -

~* ~group of schools estimates, as well, that over half of its

students participate in:some.type;of studeﬁf loan program. - = ¢

" Both of the Jarge corporatély-owned groups of schools .
{we'visited_operate*supplemgntalfEOan»programs to.-assist "students
unable to obtain adequate guaranteed Federal or:state loans. One.

of the groups now. holds $400,000 in student hotes, or about 13 per-

cent. of annual revenues.** Repayment is stheduled to begin one.

° " year after students-leave school andiruns for a period of 8-10 " .

.years,_,Ipdividually*Operated_prpprié%ﬁpy;séhoo s, however, fre--
quently do not} have sufficient funds .to allocate-to long-term .
~ ‘loans, so they are more 'likely to experience enrollment declines
“when Federal or state loan funds aré-scarce.. - 7 - S

' . @& . . Lo )
‘The administrators of all of the proprietary schools we

visited felt that a fully financed guaranteed loan program with no
lending limits. and without artificial credit rationing due.to low -

A oL . o s
. . I ‘ S o e T
* As indicated .by ‘the FIC hearings (op. cit., see especially.

~ pp. 516-518, p. 18), students' willingness to pay high tuition:
charges for training which they believe will lead to -a good job,

* may ‘be abused. In the District of Columbia and in the three or
four states which did not;regulate'private‘vo;ational and home

- study schools, statements indicate that students paid-"exorbitant
‘tuition rates" for training due to promises of guaranteed job
placement or easy payment plans unavailable:elsewhere. - For ex-
ample, a Florida trade school which churged a relatively high
tuition fee for training in the operation of heavy earth moving

equipment, $995, allowed students to pay the tuition in monthly

./ payments of $10. . S : S L -

%% The dollar volume of student notes doubled in the past year, -
£rom $200,000 to /$408,000, while revenues remained relatively -
. constant " Continued rapid growth of -student notes held is ex-
. pected, so the xatio of notes to revenues will increase until

- repayments appioximate the amount of -new lending. . . B
/ . B . o ) ) P .
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intgrést.ceilipgs would be very he yful to their students. It N ,
-~ should. be noted, .also, thdt theé avdilability. of loan funds affects . "~ -
., . enrollments as well as do ‘tuition fharges, e¥pecially because at - .
.+ "7 1east one mahagement group feels that price (tuition) is' not a | |

major factor.in securing.enrollmept -- provided that~job plagement

is assured.* T

i
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o ‘ | the. proprietary schools we visited
 have been made tQ studénts who ‘Were refused loans at local banks, ..~
" For,example, thé-$900 loan limi of .the College Foundation, Incor--' .
porated in North Carolina has dreated a large problem for one s¢hvol. -
‘located in that state, because no local. finance has been available
to it.** In.contrast, anothe ‘member 0f the mee’cbrporate-group’.
located in a different state ¢an ‘refinance all of its student loans
with a savings and'loan‘comp§ y. It was reported to us that another
‘corporate group bought-a ban just to solve this problem, and that
thé proprietary school subsi iary of a third corporate group-plans
to increase its student loa s from corporate funds in the coming year.

~ All’student Foans made by

‘% Some .academicians arg concerned that allowing proprietary -

* schodl students access }o guqranfeed.ldan_fundé"in turn. permits - \
‘the schools to increase/their tuition. Two issues must be addressed -
in order to evaluate fHe merits of that concern:’ T !

" .- what is the 7 cialAvalue_Ofﬂselling-trhining at cost; and
- -- - what .role"d é; the market play in'cdntkdilingfcosté and . 1 e
limiting prgfits. L ST

i a%y The College Foundation, Inc. is . a nowprofit institution which - -
",prbvideé,Federally.guaranteed loans to students in.North Carolina.
It is supported by banks, which generally do not loan-noney directly .
‘ to students, and state funds. Limits on interest rates -that can : '
be charged for Féderally guaranteed student loans make banks..re- -
luctant to suppdrt the Foundation in periods cf prevailing high
interest rates. Thus, the College .Foundation, Inc. is unable to
meet the total demand for 10ans~and'must.establishlIban,Iimits on
Federally guaranteed studént loans; the Federal government could
still maintain-low rates for students by subsidizing the higher
market interest rates necessary to attract funds. i '




~ among school

et
:  ,:S£ate loah programs are very important, as well.
One¢ school located-in Pennsylvania reported that 56 per-
~ cent of the student body have loans - from the Pennsylvania -
-Higher Bducation AssistangeiAuthprity,(PHEAA); -Admission -
.counselors at this school estimate that at least half of
g%ése'students wonld.be_unable'to‘attend_schdolﬁih the
absence of loan aid, and this estimate is supported by -
.student questionnaire responses. - Sl e

*

‘bestsf;'
¢ cost categories and program offerings vary
. , 1t is impossible to. present ‘ah average .
~ budget for a'typical'schpolc_'The"following table presents
the. target budget for a;group of schools as an illustration:

R A SRR ; T

Becaugz

S mBlE 2L SR
~ ONE_GROUP OF SCHOOLS' TARGET RUDGET*
i L. . ./.b-

H

| (thousanes of dollars) /o

Student Popula{iona . After Tax

in October |- _ .Revenﬁe'?ﬂ~ ;.Ekgenses - ' Net~.Income
w00 ded T 296 . 52,0
200 . 288 - - 279 Y
300 - 432 o402, 15,0
400 . - 576 . 488 . 4400
7500 720 . 873 o T35
600 864 . 619 . 122.5
- o o 5
% Assumptions: o

1. Bhsed'oﬁ’average’tuition of $450 per quaiter. :

' -(Actual tuition is now $420 per quarter.) Total -
enrollment through year equal to 3.2 times the
October enrollment. . - S :

2 Income from.registration fees, book sales, und. .

- ' .

. -evening classgs not included.

3. }A_tax iate of 50 .percent has been. applied. . S
‘ o | Ly C |
A




_reach these target rates, due to unanticipated or unqpntroll-'ﬁf

’ Piaﬂs for Gr@wthﬁéhdfnevelopment'

market -potential and reputation.

33

A rougﬁ_Breakdo&n of térget eXpénd! »'ﬁbi'rebeﬂue.
. dollar for this school gr up is-as f¢ | ' 3
Cost Item LT _'Percentiof Revénue.~
;”reéruitmeni; admissibné, ¢oun5e1i g-k' ’ i f | .20% f}
"inéffugtiOnél_salariéé 1' R _._" ';-' j ZS%\ﬁ
':~;.genergliadministratiaﬁ\gqlaries ' ' ' “H_ }: io%d
space,and'othér:administrétive costs - ,"f'15%"
- . (telephone, etc.) Lo o . ' :
'épéfatiﬁgJSufblus éftet_taxes';m}“. L }j ”t“ »15% ._.'(':
:Féderalé?Stéte, and 10cé1vta%és.,r'_ L f‘:_off 15%

(Actua1~experlence,_although satisfactory, .does not -seem to . !

able cost and revenué fluctuations.) ' - N
- One of the major obstacles to achieving the ideal
expenditure pattern can be excess facilities capdcity due to.

-

‘occasional over-optimistic.enrollment projectionst = For .
.example, the operating surplus of one school was seriously

cut because management projected enrollments too high and
leased unnecessary. additional space. :Two other schools im -
that group have long-term leases on a¥boys' dormitory, - .

‘which-is likely to remain only partially filled, and on three
“vacant floors of-dan old building which are likely to remain.
" vacart. ' S e T B . '

.,neVelbpﬁenf plans'c;eérly‘differ from company to
company. Acquisition of new schools and improved market
position are important concerns.-of all the schools we

- “visited. Current profitability seems to be'a less important

characteristic of a school . in valuing its acquisition than its

The_managersldﬁ the‘gfoupfof.échools owned by a .-.-j

~ financial holding company feel, for example, that their most

‘important problems are acquiring gchools with good potential
for. profitable operation, and finding the right people to’
operate-them. They apply four criteria to potential :
acquisitions: - - : ‘ ’ v

o . . . . - . &
' . s

. \v37 | S
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- 1) long existence. - R
! S . ' . _ o |
2) impeccable reputation R .
3) good market potential " - . e

'4) recent enrollment decline - .
- " New management is the ingredient used to turn an . ° ol
otherwise losing proposition into a profitable operation. =

. This group prefers that new management personnel have.

., 1o background in education, but: they require youth, '

‘. Tntelligence, ambition, people-orientation, and profit.

~ experience. These criteria were corroborated by managers

of several other groups of schools -- corporately owned '

or not. : - T ‘ P

//

-+~ The West Coast group, having closed two small and L
unprofitable schools, recently began a major facilities . '
renovation program. In many of their schools, ney 2
© facilities have been purchased, leased, and/or extensively re-
.- .modeled, to try to ovefpome'fhe'traditional_image‘of‘the ‘
- proprietary school “-'an upstairs loft in an unattractive . -
.~ building.”  (The equipment, onthe other hand, continues :.

to be modern’ and dirzctly'reléted\to job needs rather than -
‘tp_teachers!,lpteres ) f o L T A
"'-SQhe groupkdfbsthbls'began a-pfdgrgm.tO'SeLl'franchisesi’
.which almost ended in disaster. The group received - un- - .
_favorable‘newspaper;pnblipity,uquality declined, and the
. group Vefged'on“bagkruptcy‘due toaresplping,enrollmeﬁt,lossy;f. N
This .group recently has.begun a nturn-around" attempt which *° -
‘involves several policy changes: - -~ * . R
. - repurchasing -franchises. to allow corporate .
. operation of member schools;. ‘ g |
' -- changing féérditing“techniQueé'awéy from hard-sell .
‘ “contract sales to those practiced by better quality -
. "schools (including a reasonable<refund_policy);;and. o
. .- emphasizing the instructional aspects of their .
| _ program, rather than "coaching" for -outside .-
‘examinations. . e S . S
< \As a result, both:their placement experience and financial Co
position have begun to- improve.. o .;_/ -
| /A -
o ‘“.__‘L_‘
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{1I. COMPETITION BETWEEN PROPRIETARY

° .;uBusxNE§§»SﬁﬁﬁoLS“ANﬁfﬁﬁﬁﬁﬁﬁiTYfﬁﬁirﬁﬁBs-;i' e
ission .~ . S .
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Many ' older pr

oprietary\'schools .

~have:prospered only by-intr ala programs *#¥

oducing new\occupatio

. ‘. \ s
e : A \ S @
\ .' .. » v . . - . l-.l . . . ) ‘\\ ) "i\; '
"%  Belitsky, op. cit.,. p. 25. S ‘
‘%% 0f course, ‘opportunities for abuse exist. ~Schooils have an

tunities to ‘potential students
ing- programs. Generally
. | gulation by non-
aceredited sdhpols'lead*many,sphools-to,engage-in a hard sell”™ ' "
that promises glamorous, high paying jobs to gn@duates.' A -~
recent Newsweek article points-out that vocational;schools do °
 especially well when jobs are scarce. .?Recesgipgéﬂelps.these<i
schools.  When the economy is bad, people grasprat. straws. L 1f ,
~ you float _one their way -in the form of a better paying job with.
status, they'll’ grab it." See, ''Vocational School$§:" Promises,

 :incentive to promise’job. oppor
" to stimulate.demand.for,their'tra@n
lenient state laws and indifferent self-re

roe -
LY

a9,

promises", Newsweek, March 13, 1972, p. go. T,
o #%% Belitsky, loc. cit. R L S
» . . - ' S .
“’ ] J M . ? ‘ Vs . '..\.. : -"". o ’ ! - ’
¢ ’ . ' - ‘ ' .
. ' . -/—_’—L'
\ . -
. a ¢
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‘Lécal business and ihduStrQZalso are serVed-by'thisfobjec—v'
"tive because they are provided with a pool of skilled A

. potential employees whose job training has been geared -

to meet their particular needs. - . SRR
; Community colleges are characterized by theicontinued
pressure ''to be all things good to all people".,* '

At the latest,annuallmeeting,of“theAAmericanvAésbciation
. -.of Junior Colleges, the executive director stated that
.7 the clearest message to emerge from interviews with™
- 'administrators,'students; faculty,‘and,gdmmunity and- .|
. state officials at 90,twp-year.c011eg@s'was;that: o

Community colleges should concentrate on offexing
_an open door-to those who cannot get'in’or stay - Lo
~ ~ in other post-secondary institutions. The.commit- o
R -mént to this policy-is/strong-despite;some'frustratiop,j“'

" about the difficulty eof dealing with the variety of * ¢

. .ages, life stylés,,ﬁfhniq gfoups,. and motivation-and -
achievement levels  *#* L o SN R

~ This study also"condf;des that.a large gap.between the pro-
mises and:perfg;ménce of community colleges often exists as’

“illustrated hy-thg_high“number;of,dropouts --swhich may total

‘as much as 60 percent of entering freshmen, %% '

. ;f~a¥§;’66ﬁmunity:gbllgeétudghfS'Wé met frequentlillack.' .
cleariy defined goals and preci&te'fhe‘opportpnity'to”"samplgﬁ

both academic and vocational
vocational school students in

ceived the .academic course requireme:

raining courses.. In-contrast,.
gchools we visited per-. .~
of local community

 colleges as.a "waste of time'. & - : B
L A. ] p ) . , ,”‘._;-'v‘.. R TR R B - ?
. % ‘Lloyd H, Elliott, "Education at a Profit", repyinted in ‘ :
"The Congressional Recorq,'Vola“llﬁ,’No.‘rﬁg, August\ 12, 1970} .
=.;pf'53  i' e .“.f ' o  4-5 'b{f wf Co ‘/5, R B
%% Larry A. Van Dyne, HStugyld£~Ty6 YQafiCbllageS’Révéals |
" Many Tasks Are Unfinished!, Address by Edmund J. Gleazer, Jr.
~in vhe“Chronigle-o?"Higher Education, March 6, 1971, p. 5.
. e e RS A S
%% Ibid. - See also: Alexander W., Astin, College Dropouts, |
The,Amerigan:Council;oﬁ Education, 1972, -7 0 o LY ro
s [] - ‘- ".. Af o ‘:: i& q -l_“li.,. . o., ' ¢
0




57

L4

-7 oOne of the community colleges we visited illustrates
the difficulties -of pursuing the "open deor!" policy. This
college, located in“an urban inner city neighborhood, is
very conscious of its role as an initial rung on the educa- _

jtion,ladﬂerlaﬁd_as-offering-the last chance %Qr many students "
S tovobtain,academicaor‘skills{training;j_The administration,
.+ ...~ faculty, and: students generally, agree. that the mission :
.+ . of the 'school is to -take students at ‘alll’ levels of .achieve-

" ment and help them move in the directiop of their choice, =~ '
to a job or four-year institution. ~Several faculty members .
saw their role ‘as trying to undo the damage of the public

 school ‘system. .An. entering class of 900 students at-‘this .~

. school in both academic’ and occupational courses could expect

. the following outcomes: - . ST R -

.- 100 drop out without completing any courses, .

 ,-~'g2005haV¢ eXtreme difficdltY,'}They:are, in effe¢£,i PR
- . getting the high school education they did not . .-
receive with their diplomas e

-~ 200 have academi¢,diffiéu1ty,'but hang on.. T
.The school is probably the last step on the St
educational'ladder?fox_them¢ B o o R

,-4f4- 400 require no speciallattention7and are moderately . fo"
o t0 ;Ery,successful students.  About 50 percent . - -
“ultimately finish two. or four years somewhere,

~ sometime. -
Students L . e, R ;
, ‘The .general admissions requirement for all dccredited
proprietary business schools is a high school diploma or S
. -the equivalent. Our sample of proprietary schools seemed
. to be more selective than were ‘the chmunity.collegeé*we A
~ ‘visited, even though the -stated requitrements  for admission o
are the same., For example, many of the students at the pro~ ", =
prietary schools we yisited had been enrolled in -academic A
‘programs in high schopl, and/or ranked.in the top half of .

their high school  clags. On the other hand, most students - . ,
-at the Midwest community college ranked: in the lowest - ‘ 0
, decile.on ACT tests;"\' | SN . o |
. . 3 ’ v R . ".' - \ o ) . .v . R ) K f) L
3 \ -
h : ‘\\ '.\E'\ gAY v
. o — E \”
? N ¢ ) \
+ . .‘\\ . ' \ B
' EBigi \\\ \
r * ‘\7\-




| ‘Where an area community college exists, proprietary
school students have the option of attending that insti- = .
tution as.'ellygbecause community colleges generally follow I
an "open admisSions" policy¢*,]Community_colleges“usuallx IR
. offer some business and technical prdgrams in addition to - - S
their -academic courses., ~We have no data with which. to ' .
_compare.qualitative'characteristicS'of students -in proprie- -
tary schools .and in-commypity colleges; both groups of =~~~
students seem.to come from~tow- or middle-income families, '

" and well over half bf both groups attending the: schools we

b . L}
.

.. visitedvwere receiving some form of financial aid. . :

N o . [

”"P‘erformance'_' | e S | o

C A tomparison of the perfermance of proprietary
sthools and cormunity colleges ideally would be' standard-
"ized for differences in mission and in student body. .
. Such standardization is beyond the scope of this-study -- -
., and perhaps infeasible even in a larger or more detailed- .~
. ostudy.kE L R -
A : ! . ) AN o : oot
.7+ We have chosen to compare performance based on three -
?'dharagteristics:Q;completions,'placement,-and‘qpst. _Our =
~ findings should Bé;interpreted as suggestive, rather ‘than
=.}definitive,.in‘viewﬂof‘phé”absence of 'a detailed statisti-.
. ,'cal design. . Co o - : '

.

EEN % o - ta v .

'uQCOmﬁlefipns-

e

. - " Although proprietaf?mschooluStudent§‘cbmpléte.their N , .
". programs fdr more often ‘than do community college students P
in general at the schools we studied, .the community 'college - = .. \

~ students enrolled in vocational programs complete those pro- -
.- .gramg. about as frequently as do the proprietary schoolrstgdentsu,'_

s -

% Only a high school: diploma or the equivalent is required.

. «k% The Ameérican Institutes 'of Research is conducting-a sui- k

' vey of all proprietary, public, and nonprofit vocational

. schools offering equivalent training programs- in four metro-

- politan areas. Data obtained should allow general.comparisons:
between these Institutions with regard to student body, finances,
operation, missiom, etc. o : N . :

P ’ ‘1 . .‘ oo [
<
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e PnOprletary school couoselors at schb‘ls we v151ted
frequently advise students with academic dif iculty to switch .

permlts a student to avoid/some advanced cou sework, while =
'still -allowing program completion. - About 85-90 percent of all

~ prop¥l etarg_school studefts enrolled at schgols we visited: :
complete some program 0f. those who’ did nogt flnlsh, more than
half left for financigl and/or personal rea ons._;, o _

from degreegor diploma to cg rtificate programs. Such a change

o Those stude'-s who elect to leave seem to db so for -two | ‘ _ R
majoy reasons: R . Yo | ST,
‘ (/ they are comp s11ed to- drop'lnto the JOb market B ' &

fzr/flnancmal reasons, or N s

D el B y- decide that career educatx n 1s not what they
oo e T /geslre after all. . , |
\ _\&@- : L : - . |

' on the 4erage,,1n the. proprletary schools we v1s1ted only
about 2 to 5 percent of the students were |asked to leave
‘becauge of academic &1ff1cu1ty (If thes¢ students had been:
certffled and placed, ‘they mlght have 1mpa1red their school's
fu ure placement functlon ) S S I

‘\//“-. The hlgh completlon rates at proprLetar?'schoolsIWe 'Ad_
v1s1ted seem. tos result generally from two factors: .

e

S -- sthe schools have a def1n1te vocatlonal m1s31on, and’
A , - desigh a curriculum-which is within the grasp of
S S students; (It'is stressed that admissions counselors5 o
A L must encourage well- motlvated, able students, and * f-'; b
- - ', ., ‘teachers must provide ‘stimulating presentations, and | o
. 3 ' _gear the coursework to 1nd1V1dual needs of students Y L

“and, | : a s | L

e

s . ffi' e the 1ntens1ty and br V1ty of the programsfleave 11ttle
S S chance that ejther elapséd or idle time will affect
| ‘the student's des1re or ability to complete. (Students
 ayein class four.or five hours a day, five days-a . .=
‘week, for one to- emght quarters.) .

-, ‘ . ) R N .
=7 g \ ' o R ' -

LR Our estlmates are somewhat higher than.those of a recent .-
study, which showed that 70 percent of proprietary business

‘ N school students completed their training. \|See Fulton, IB' cit.,
‘wn . 'pe 1025, ‘More than half of thg dropouts c‘ted flnanc1a or™

personal problems as a reason for ‘leaving.
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" Individual attention, faculty'accountabilitf;%and\frer:.'
. quent feedback on performance factors seem.to be-at'leasﬁkl i
. partially responsible forjthe”sudcess'of=proprietaryf,ch93§s
.in motivating slow learners or dropouts not stimulatéﬁ in N\

ppblic-institutions:\_Fafﬂexample, one study which compared
personal. traits and completion rates of 1105 high school o
graduates and dropouts enrolled in perrietary trade5an¢ e,

technical schools found:

.. <= - high séhodlfdropouts(hadﬂmore'family responsibilities,: .. -
.. .were more limited in financial resources, and were .. =~ - S

 ,at.a.competitive«disadvantage because of lower educa- -
~tional attainmqgt; but T

"\'éf nearly three¥Quarters of the3ﬁigﬁ échool'drbpoufsf1=~
' . almost as many as the proportion of high school .

. - ' graduates -- completed their trade\andftechnicai¢
. . - .school training. (Seeé Table 3-1 below.) . .. /;f
| .'.Zf* 4 CTABLE 31 | )
) PROPRIETARY TRADE_AND TECHNICAL SCHOOL. ., - '
U cOMRLETTON RATES BASED ON FORMAL EDUCATION LEVELS= . .-
'iﬁaucatigk_}évelsj ‘,} e e Percent Gréduating'i
. rhrough.9th Grade |\, e 785 o
" Past 10th but-nét a. - AT R .
High School Graduate = % ' " .. .- 69.8" %
High-Schéol Graduate . '@ = . 85,6
S }(One’possible-féasonlwﬁYfééépouts witft nine years of = )
" .gchooling or less had a higher average completion rate than -
' did later dropouts is that the completion rates are not*stand- ‘
_ardized for course difficulty, and the less educated may have
L tagken-shorter or easier courses. Alternatively, the lack of -
" ~.. ——a high school diploma makes the certification aspect of “success-
T ful completion of a vocational .program relatively morg important
to high'sch001 drppoups thap to high school graduates.) Lo
4 T o ‘ . . . S
¢ .h&..l . L . . . N '
1/ Belitsky, op. cit., pp. 117-122. ’

.T\\W’ | '}'.T{f;% | | | | o
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Like‘proprietary-schqcls,.some-communitx'colleges allow .
students to change their level of study if their performance - .
falls below minimum standdrds, with corresponding beneficial ' )
 effécts on their completion rates. For example, the organiza-
- tion of the technical and occupational courses. at a large, A
" urban, primarily black, Midwestgrn community.college is based . ~ .
‘on-a career ladder concept -- a student -can start at the bottom’ EEENR
of the career ladder with an .ultimite .degree or .career objective,
bBut terminate his education at various \intervals with specific- ..
" skills ielated to improved employment. Conversely, a student's - SR
. initial concentration uponAacquiring_proficiency'ip_a'specific -
. -skill does not preveiit subsequent progression to a more advanced
-program, .The community college's attrition rate in this program .
. is only about 10 percent, which compares very ‘favorably with .
. that of the proprietary schools we visited. °/(Students in.com-
. munity colleges who enter the Technical and Occupational Program, R
like. their counterparts in proprietary schools; are probably - s
. highly motivated to obtain_skills;traihing;ﬁsimilarly,]Technical ' Y
and Occupational students are not required -to. take difficult

‘academic courses.)

* ° Placement.

: Quantifiéb1e7p1aCémént.experience £¢r,proptietaryléchools : A
andccommunityuqpllegeswa130~is difficult- to obtain. One study - - . - =
of plabement‘of‘business;SChool-stpdents} howsver, reported

.. favorable results -- more than 80 percent_(includlng'Both~gradf‘¥

A uates'and‘dropouts*}_were‘employedfiﬁ,training-related jobs.six |
. months -after 1eaVing,schools. - - SRS TRt

v f
4

Kesults of a.félldW-up study of aimostA5,000 £brmér vdéatiqnal-i S
" school students- indicate that the training réceived was generally .
percéived to have been worthwhgle-by,the7resp0ndents:** R '
S " .. . 5904 reported that, if they had the choice:to make again, fo
;- . they would go-to. the same school and take the same = = .
- 81% reborted’that'théir_ﬁirst-Bobfﬁls directly related
- . to their training; . _ 4 - I o
.. 23% were "very satisfied" with their first job and 47% .
 were,"satisfied"; and - S RS -

[

Lk Fultdn,‘ggj eit., p. 1025;'

. #% ngpecialty oriented Sfudent“Researéh'Program“,'The Compass,
' ;Spptember, 1971, p. 12. | E T : ‘

£
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e Surprisingly,‘only 25% -heard about th§ir,first job
- through“the school, while 51% reported no contact o
‘L between the .school "and' their first employer.* . = <

.~ A trade and tecnhical school in a large Eastern city
‘uses.placement experience. -- in the form of case studies --
in its recruiting Jliterature, That. school places all of.its
graduates *consistertly. S o

] . . - . . . o/ - o

- /The confusion over mission at community colleges-weakens — '3

 their placement service, and hence their abilities 'to compete .

. with proprietary schools, Ope of thé community c¢olleges in:

. our -sample,. a. large urban West Coast school, has experienced ..

- severe placement problems, especially for the trade and tech- .
nical students who represent abodt W5 percent of their total -

" erirollment. The school's placement problems seem to be.due - .

- to a divergence between course. of ferings. and area‘employer B

" needs. Although the school's placement has .improved somewhat,

at one time the schoo: aced only about one-third of its

graduates. In contrast, & inistrators'.of the West Coast

proprietar;” schools we visite stated ‘that there wyere from 8

to .20 job ‘openings available;feor each~ofttheir.graduate§..'~w

- . / & .o . .
The higher tuition cbﬁrg s that students seem to be
' willing. to pay for proprietary/school training probably reflect,
to seme degree, an implicit yment -for placement services, as
well.** Because bot re-community cplleges we visited were
continually burdened with internal and external political con-
flicts and -operating inefficiencies (oftén due to externally
_ imposed . constraints), stheir placement officers had some diffi- -
'_culty-gonvincing*admiﬁigtratbrs of the importance of a strong:. .
- occupational program/with followfupjplacemeﬁt.f‘Fuxthér; a -
prospective employer may be -unaccepting of assurances
. of good.performanceé from community collegé placement officers
- betaQSe,communi;y/colleges have only_an'indjrect_financialf
interest {in the achievement or success of their graduates. .
SIS AN TR L K R

7

—

‘% These datd were tdken from. surveys of students in about 100
accredited ptbprietary;business:and technical schogls. Schools
- participating in the study do so voluntarily, and /are among ‘the.
' nation's most reputable.proprietary schools. These  responses, -
. therefore,‘shouldabe'viewed*as_espe@ihlly favorablé to proprie- - .
', tary schodls and should not be genetalized to other -accredited

: sChoolsgﬁr to mon-actredited Bchools. Although only 25 percent of
students state they heard of th€ir: first job through the school,
student's mays be unaware of ongoing communication and relationships
'with“;hpleérs which the schools maintain and which administrators
perczive to be an important placement tool. .Source: Persqpal :
comminication with Dr. Kenneth Hoyt, Program Administrator, Univer-
ity of Maryland, College Park, M%ryland. . - B

. .

#%  DPlacement was one of. three explanations of the continued

/ﬁopularity<of proprietary business schools cited by students
/interviewed by Stanford Research Institute. See Stanford. Research -

Institute, '"Supply and Demand Factors Affecting Vocational Educa-~
“tion Planning", 1966, reprinted by UBSA, pp. 44-45. : o




- to-only $148 in community

) ‘ |

Student Coésts and Financial Aid SR
Government subsidies permit community colleges/to main-
tain low- tuition charges, but the costs to sociéty to finance
skill® training at community colleges, as shown later -in this
section, may be greater than costs at proprietary schools. Out-
put for vocationally-oriented students, measured in terms of -

@ *

. completion rates or job placement, on the other hand, séems to
‘be ‘as good or better for proprietary schools.* _Aninual proprie-
‘tary school tuition charges averaged $850 in;19Q9-70,jcomp§¥Q§‘
colleges, but a 1967 study estimates

the public total subsidy for two years_of”public'postfbeccndary\_.
.- vocational training is $1,458** -- making the direct costs of - \
' the two years of education.about equal. o ' '

.  Neither of the two community colleges .included in our -
sample charged any tuition to area residents, while proprietary
schools' tuitions” ranged from $225 to $600 per quarter. For: ¥
examplé, a full time student enrolled in a business skills pro-.

-~ gram in one of the independent Sputhern business schools we
visited would be, required to pay $225 tuition, a $10 activity’

. fee, and about $40 for books each quarter. On a yearly basis
(4 quarters) his total cost would be $1100. ‘A studént enrolled .
in the Midwestern community college, if he is an area resident,.

- would be required to pay only a one-time $10.50 registration fee . -
-and about $50 for books per semester, equivalent.to an annual
(3 semester) cost of $160.50. L ”'*\'}" - R
.~ A student's total'cost of attending school\ includes living
costs and ,the opportunity cost of foregone income*. (minus transfer.
payments inftheifdrmrof grants), as well as tuition charges.
Living costs can,probably be regarded as similar for students
attending proprietary schools or community colleges, depending on
their family situation; they differ substantially between K
resident and commuter students. The Midwestern.community
college, for example, es mated that the living cost of an
independent student livjhg away from home is $3,422, while . . -
. the living:cost of a &€pendent student living at home is $2,585.
N o o D S

, ) _ _ . | . o b
_ % This comparison must: be qualified. More motivated and/or -

" more placeable students may choose prog ietary schools, so -that .

placement experience is a result mor of students' pre-selection

than of programs. No evidence exist which permits a comparison’

. of placement experience between propriptary schools and community

-colleges, controlled for student charakteristics.
-+ C 8! OntIoLEs , A |

" .#% Robert M. Fearn and Loren A. Ihnen, "An Economist's View of

Planning Problems in. Community Cdllege Systems', paper prepared

for the Symposium on Systems Analysis for. Higher Education Planning,

June 9, 1970, Virginia Polytechnic Institute, Blacksburg, Va., p. 5.
o - : | S ' . ' o :

i
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o -The'Opportﬁnity costs of training are, as a general
.Tule, hlgherufgr_community-college students because .~
¢quivalent training usually requires more time in schoel.

" ‘An example illustrates how.much total costs are reduced ©.

for a proprietary school :student eprolled in a one year . - -
‘training program, compared with_a-community.collége:student- :
enrolled in a two year{program.I:ASSume:j - o .
‘1) The stddenfs\ergfequéilypggalified;
z)»-Thé students can both earn.Weékiypaftétﬁtax incomes
 of §75 before training and, §100 after frainingffzq |

. '3) Community college tUitiOnfis1$0Aaﬁdraﬁnué1'bropriétéf§. :
<. school tuition is '$1000. o T A

~4) ALl other annual eXpenses are §1500 for both students.. .

5} The community college student works 10 weeks for each
. summer. -Neither student works part-time during school.

, S . ) \ . ) o |
The total training costs for each student are shown 1n;Tab1e|3~Z:*.

 TABLE 3-2..

ASSUMED_COSTS OF TRAINING

F
L . Ccmmuniﬁyicdlieée ‘Proprietary Séhool'
- Costs T : 2 Year Program - 1 Year Program
" Tuition o 0 . 1000
: . Expenses o 3000 .- 1500
\\\« ~ 'Foregone Income 6300 PR . 3900

N\ S ; : — o T

}\< . Total . = § 9300 . . $ 6400 . -

, : The community college studént's total costs exceed .
those of the proprietary school student by $2900 or 45 per- .
~ cent. The after-training annual incomes of both students ex-
coed their before-training income by $1300. The community =
college student.will have to work  about  seven years, over
two years longer than the proprietary school student; to
ecover his training expenses. (A community ccllege. student -
n this example would have to edrn about ‘10 percent more than
the proprietary school student in this»gxamplegto.amprtize o
the cost of training in the same five year period.) s /;

48




-+ Opportunity cost\considerations seem to motivate students
‘at the schools we visited, especially those able to finance'
“higher tuition charges a proprietary schools.. In addition, the
total direct cost to socilety (tuition plus subsidy) of community
colleges may exceed that O _proprietary schools, even though the - .
quality of training (as measured by completion rates and place- .
r Uoment experience) may be no better or, perhaps, inferior.

s

~
L ' o
SRR/ A

' Availabilifyfof gdéquat;'Sfudent\aid,may'b;\asfim%bftaﬁt

to a student as the actual ‘tuition cost. Well over half of-all‘
...~ students at both the proprietary schools and community colleges.
S © we visited wegre eligible for student aid, and from 30\ percent to
S 60 percent of studehts received it. T SR
. . \ ' :

- Becauseé availability of addiltional financing increases
R enrollment and profits, proprietary schools.have a strong in- .
| centive to.arrange new financing for individhial students' needs.. °
i ~~AGommunity_Goilege*administrators_arexconstrained by the actions
. of governmental units and- tend to-ration aid over as many . o
students as possible.*® . I S SR

| Students on financial aid at the Midwestern community .
college are urged-to carry 15 'or ‘more -hours per semester. This
- course load may seem heavy, especially for,students'pé%ticipating o
in the college ‘work :study program, but  the 'student financial aid = .-
foié%jis very concerned that these students maintain some = . .-
- college work study or EQG eligibility i1f and when they dgcide-tdﬁ'-"
-go- on to coniplete a bachelor's degree. after. leaving. Over 90 per-
‘*geﬁt‘o the 'students on financial aid now carry 15 or more hours.

. The fact that financial aid eligibility is often insufficent -
\. to giveé|a 'student the opportunity to complete a bachelor's degree . .
-~ "at a subsequent.school probably has two effects. First, it reduces .=
 the corpipletion rate at the college; and second, it reduces the - -

transfer rate for those who do- complete. Student transfers are -~ .
furtler discouraged by the lack of inter-institution coordination &
of student financial-aid and by the fact that transferring students.
_ are treated as new applicants --.who have lowest priority for =
student financial aid- in their new institution. Transferring:
students are often.excluded from all but loan funds. . Inv . .
addition, even when such aid as college work .,study is available, -
~'it is. often inappropriate -- such as washing dishes or doing _
menial tasks. Many transfer students prefer loan funds to pay-
ment for.menial work unrelated to their course of study, =

N

.

% We found, that Sthdeﬁt'aid~offiéers in four-year colleges had o
- B the-s&me~in¢entive. (See Erickson, et. al., op. cit., p. 47
. for discussion.) = . . .

v

. ' | .. ' . ) ' ! : )
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_The Midwestern community college serves as an example of

the difficulties encountered under the current constraints on

fingnciah aid. Because the Financial Aid Office Director per- -

+ . . ceives al'problem of equity among studént -loans,* he tries, in-

stead, to meet the first need dollars with college work study
for the maximum amount possible and relies second upon EOG

~ money. |(Only in high need cases, frequently resulting from.

medicaljexpanses, does Hg‘resort to NDSL or state loans.)
- .Proprietary school students receive private,'Fedéfalg or\
state loans, rather than grants.. Most students prefer to com-

plete their.training as quickly as possible in order to begin -

work; ipartstime study, therefore, is less popular. Some

“students may have their tuition paid under some form of goVerneh

ment training program, e.g.; WIN, MDTA, or a state vocational
rehabilitation program. At the-prqprietary,vocational,school \
we visited, 20 percent of the students received aid under the -

-@.1. Bill, and another 20-30 percent received assistance as part

of a training program. In addition, a large number of the re-

maindér received some type of student loan.

Insti@utional Revenues and(Costs

A direct comparison of operating costs b

* "schools-and community colleges is difficult. Differences. in

accounting andfoperating'policieS"require that comparisons of °

.individual. costs per student for such functions as recruitment
be cgrefullyﬂqualified. : | .

o4

P - o S
| There are two general conclusions which can be drawn, how-
ever; from a;rOqu'campariSOn-of'proprietary school and = -
community college'costs: ; N Y "

- faculfy.ébsts are higher in community coileges; and .

]
L .-~ community colleges have less year-to-year budgetary
5 discretion. : S ‘

, 'Community college faculty costs secem to be higher for two
reasons. Cqmmunity}colleges~require more academic credentials
for | faculty) a community college competes with other two-and
four-year collleges for faculty. The proprietary schools we.

o surveyéd, on|the other hand, primarily hire instructors with

bacealaureate degrees and pay salaries competitive with public

high school teaching salaries.

- gards it as -inequitable that some students might be required to .

,,,,,,

.

!

'r',

)

%+ ' One of the Director's arguments is that a high school diploma

does hot-necessarily  guatantee a high school education. He re-

. s

borrow to_fill*in'gaps(ln their high school education.

etween proprietary




. -"to -employers' ‘needs or studénté? desires. .

-

: 3'Second,'manyﬁcommunity‘College*faqulty belong to
 a labor union, whereas proprietary business school

faculty have individual -~ and short-term -- contracts

with their schools. 'New faculty at the Midwestern. -

- community college-are~given_one~7e§r;cbntracts_for the |
“ first three years; if a fourth,contract_is_entered into,
“the faculty member receives. tenure. All contracts at this

* school call for 12 teaching hours and 3 extra -contact D SRR
hours -per week -- in contrast 25 total hours required . -
-~ at one of the corporately-ownezg?roprietary.schobls. L oo T
" Instructors at this community college avera e $13,10C per
. academic year, and full professors average %21;800 including -

fringe benefits: o B AR e

.. Community college administrators have little year-to- R .
year budgetary discrptibnibecause-the largest cost elements, = =~ o
faculty salaries and plant® and equipment maintenance,. T : :
involve long-term commitments. -To the e&tent.that faculty =~ . - - ,
are -tetured and/or unionized and the plant and equipment” . SR
- ,are owned, rather than leased, the corresponding costs' =~
.'\cannot be avoided from one year to another., Proprietary" S
“kchools, on the other hand, do not enter into loag-term - T
- faculty contracts, and generally lease plant and equipment.. -’ i
Much. of their budgets, therefore, could be reallocated =~ - :
over one year .if enrollments changed.* The budgetary..
flexibility which proprietary schools. enjoy provides them
with the opportunity to enter and exit from particular 7
- gtudent markets and/or training programs as enrollment and . -
placement opportunities change, without incurring high '
incremental overhead costs -OT continuing commitments to
permaneng-faculfyf'fCommunity;coll'gés do not have that

flexibility, and therefore face a time lag in responding .

. ' The same flexibility which attaches to cost allocation’

- applies to revenues, as well. Prdprietary~SChoolsﬂreceive :
the bulk of their. revenue from tuition (and, in some case, .from '

“training contracts with governmental units). Students - o
can enroll or resign at any time, in response -to a school's

. program or operations. . Community colleges, on the other o

.~ hand, receive most of their funds from government and very = . SRy ¥
“little from tuition.- The following table 'shows revenues } B
by source at the Midwestern community college: . |

.%  To the extent that commundity colleges do not accrue de-
preciation. and other'capital-charges, because funds for plant

.and capipalxequipment'may_be provided 'by special appropriations - |
of-tﬁéfioCaI_government,'aniﬁg may appear erroneously to be . . 7
less costly than-leasing. Owned facilities are, however, - - o
_accompanied by operating expenses, €.8., maintenance, which . - . " -
are incurred eéven when énrollment declines.. .~ . . K




' u' \ ')
;o P L
AT P - TABLE 3-3° \
. SOURCES .OF REVENUE: ~ 1970-71 - - ' .
FTT000 omiteedy
Source . .  ,-' "., . mmount . ° - DPercent o
o Fedefal‘Govérnmént S $.493t“,_ . A ‘;10”; T | -
C StatepGQvérnmént . i' 1450 . 30 $\\\\< .
" Municipal GdVernmeht' g 372793-1A A_: '_A‘ 59 X .
| CTOTAL -~ $4769 100

‘The greatest source 6f‘reVenue'is'thé'municipal’autho}ify}:(4:f'ﬁ'

On an annual basis, the municipal government provides necessary .

funds to make up the difference between total expenditures and

total revenues from .all other sources. . There is no tuition:

. charge for city residents. Students residing in other parts éf
the,state and other states are required to pay tuition.. However,

few out-of-town students curréntly are énrolled, and this -source .
of  funds .is not éxpected‘to_becomepsignificant.in~the near future.

\

Revenue -obtained from- these government: sources is based on bud- '3~@\'

gets'prepared and submitted one to two years before the funds
will be received. ‘External factors often affect budget decisions,
creating distortions and/or inefficiencies in ‘the school's ‘

~ operat

ions. There is a reduced incentive, as well, to respond

.immediately to. students” and employers' needs because_discretionaik.
udents' tuition pay~- .

ary revenues are not affected directly by'st
ments. . ., o S o L ‘

 ;836rf:Tervas. LbnghTerm-Competitiyé Ef£é¢tsy7f' B

" Although most of the proprietary vocationgl school _admini- °
strators we met do not see commumity colleges ‘as an important
.long-term ‘threat to their schools, they generally acknowledged.
that a community college can have a damaging effect on their
enrollment in the short-term. -One of the member schools in a . .
large corporate-owned group was able to adapt’ successfully to"a .
new, nearby community college, but only after serious difficulties
~and with a complete management change. This 'school has a well-
established and good reputation, and provides business training
“in.a congenial, small. campus setting. The new community college

is located only ten blocks away, and provides occupational and -

general education training at low direct out-of-pocket cost to -
arvea residents. Whereas the business school has- dormitory faci-
lities for both men and women students, and thus attracts stu-

dents outside the immediate area, the community college generally -
enrolls. students who live within commuting distance of the sthool.




.. increased to -the point that the proprietary school earned a

' _pﬁop?ieta&y.scxodl”and‘CQmmunityicollegg'édminlstrators we met)

. better served at his proprietary school. Nevegtheless, he feelsf:
" that his school will mget. 'its profit objectives becayse the

\_// ’ L Ry a
T 3 &

* BEnrollment at the proprietary.school declined by one¥ *
ihalfpdgriwg-the'first“fivé years of the community college's .-

- pperationg. During the- sixth year, one. year after the manage- =
ment ‘change; the enrollment trend was reversed, and enrollment.

small profit.. This quick, turnaround was the result of four ¢
factors-1isted_bgibw;ingorder of importance:’ R

4

.. 'an enlarged and more ‘effective ‘rectuiting effort;

;,1_higher:tuitibn‘with”nb co?éféﬁdnding eﬁréllment;éécline;,i."
. -- _better program control qudih- to reduced faculty .;‘;l .
. costsjrand T TelNo IR
- dimid;shed attractiv&ness-ﬁﬁ-thé“cdmhdnify llege to &' .
~ the proprietary sdhool's natural mirket, pQssigly caused  \ .
- by adminigtrative prpblemsjintexnal:to the college. " = f.\~

“The 1last \factop”seems fo be.a typical.result (gccording to the -

which.occurs after a community college and proprietary school -
have achiéved a-relatively COmﬁatiﬁle,existence'1f'thenschcols_-
‘become  identified by prospectivéwgtﬁdentsfas.prOViding-qualita~"{,
tively different services. In the specific case cited, the pro-.
prietary school's new management capitalized on that school's -
advantages-\as perceived by students, including! o

LR

-~ the schoei!sjlbngvterm-goo& r%putétiQn{

5 B . . .‘."...
-~ t+he school's emphasis on specific skills training;

» - ... -fore. congenial and close-knit atmOSphere*whlch‘results;
-,from-thﬁcschool'sfsmall sizes T . oL

. -e.fiésé'coﬁfuéionoandgﬂysteg time in fulfilling ‘course N
. requirements. for theé varidus program offerings; and

. -- the "open dcpnﬁfpolicy of the community college.
©* {Many student$ consider’ this policy undesirable . /-
a ' because-their~eXpectations are that classes will not -~ ‘
.- be achievement-oriented.) . =~ . - o o D)

- The chief admfssionsyéounselorzaf this proprietary school’ -
feels that  the community college; by virtue of its lTower tuition,
invariably will get some students whose career goals would be .

community college must yerve a wide artay: of area needs :and - 7 -
expectations, and thus is unlikely o devélop a sharply-focused .
-and effective,. competitive curriculum. Even if. the community  °

college developed a strong business curriculum, he ‘reasoned, it

14

g 2




0., . . .
.

still woulgd be~regardedbas_a'”school"g'wigh'all of the negative
" connotations many students associdte’ With school. -The proprietary
. school, oy/the dther hand, seems to be perceived mainly iin terms of
- “scareer grientation -- due ‘to. strong marketing efforts to achieve
. this A ge. Thc admissions counselor: feels probiems re-, « » -
~ . sultfing from conflictihg and diverse missions are generic

" to community-colleges, and. not just a; specific weakness of "

.. his competftor. .This point of view was shared by admini-- |

" strgtors—at all the proprietary schools we visited.,

'
¢

¢

Continued Viébility‘df;Pfoﬁrietéry'Séhools .
o '. . _ Ry oL ‘ [ L L .
| Despite fhe tuition differential%ﬁstudents continue . -
to invgst'largg sums of money for training ‘in proprietary -,

.vocational schools. ~Some of the reasbns indicated by the
. student we met whichgpxplain their investment includé:

. ) . s ,.“Q ) . « . - . 1‘ ) . S . T . ‘/:
- © 4 v " --% The superior .placement ‘record which proprietary - . .l
B J © 7 \'schools offer; (One of the first things that - L

\\ "4~ counselors are likely.to show visitors and ST
prospective .students is’ the mimeographed:list

of the plaCement reCOrd-ofhkhe last graduating clasg;)

The emphasis un jbb—rqﬂated training .in_a more .
S realistic job setting/as coppared‘with‘more.génerai
. "« tourse'offerings ats community golleges;.(Prbprietar? R
: school students.may-select programs which provide.'  ° |
-+ speciatized training in their area of .interest, such - .,
- -‘as medi§?1 prﬁstenographiq~secrétary,‘whexeas coms

A

munityh_-llege,occupational‘programs were set to - STLRE
.- .-provide less specific courses and to require com- '
. pletion of academic’ courses as well.) . A .
C -- 'The short time tayqompletibn_at-prgpriéﬁary'sch00155
P . which reduces the student's opportunity cost, or o

! foregone. income. < 4 B ... e

A 4

Although several of the desirable instrUcéionalifeatufes,f .
used by proprietary vocational schools (particularly their’ ’

" ‘willingness pO'gear.instructionLtO'ngedsuof individual studenf§)A

have been emulated in part by community colleges, -we feel that.

fj proprietary schools will at least maintain their current relative
.position. in the market for post-secondary education for the a
‘following reasons:’ : ' R R .
2 : Lo \ ’ S
= Q *
' AN K4 ~
. .\“: i
! : i v
E Ly f’/‘
» I T ,
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schools will

- Proprietary

- .partly on several Fede
B . .viability is determine
E iiHifféren’ttypes of loan pro
proprietary schools to parti
.Federal training programs.,
Federal policies affecting propriet
suggestions for further study. :

d in part by

cipate

001

‘The success of pfpprietary.schb
ral policies.

grams an

The next secti<
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continue to be preferged

eel they want intense job'

thatienroll',
ine through--

T

ST Ne T
hools ‘appear to have more ingtitutional™

ty colleges to. experiment
‘methods of ingtruction, -
, Rk T ’

w

A ~ By many students who f
o -oriented training.
- ---.Many highly specialized course. offerings rel_a.t'ecf
A to specific employment could be provided by hon- -
' : ~profit liberal arts ‘colleges only .at large incre-: .-
“. . .mental costs. ' (Proprietary schools, with low' =
- fixed costs, have éstablished programs
a small number of students 4t any, given t
B . -out the calendar year.) - T ‘
--- Proprietary sC
*flexibility than do communi
with new ‘training programs,
and course materials.

ols depends, however,
Proprietary schools' -
the.-availability of

d ‘the eligibility of

in different. types of
 describes. existing
ary $chouis .ad presents




. .or by participation under contract. “Former U.S:. Com
 of Education Harold Howe 'told .the American Management Asso-

Q; r/“
. | . ) .' - - rfr (’T ql].
. IV. POLICY IMPLICATIONS C I A
Existing'Federél Policiéé‘, R - . . Ry
g The{f}ow'ofﬁF§dera1'and state funds in support , : o
of .education traditionally has been -viewed.as almost’ ~ = - A

'.prietary schqols-céu%ipfe used instead to build into the

.the success of the pr 'rigtary schools. 1In 1967, for
_example, John M. Lumley" of

making organizations

synoniomous with support of public "education institutiomns.

However, recent Federal legislation calls for the .

utilization of all facilities through traditional support |
ﬁissioner

-

ciation in 1966 |
*  profit-making 6rganizatichs.arg‘nbw.eligiﬁle“« L

for support -- further evidence of the growing - -

awareness that responsibility for educat‘*onal

advancement, in research, or in other:aspects .
of education, need-°not be the éxclusive province -
of educators operating cut of -our schools and

-+ colleges.* : |

B Some'educatorststill feel that Federal utilization .
of proprietary schools undermines the public .education.
system.‘\Tgey propose that funds for contracts with pro-

public system>the innovative activities which underlie

the National Education Associa- _
tion testified ‘before a Congressional subcommittee on education .
that -he strongly objected to USOE.contracts with profit-

because such support would |

the Commissioner to use taxpayers'
money to provide profit for private agenciés

‘in carfying out activitiés which are closely .
and solely,bthe prerogative of the public schools
and public a~g.priva¢e nonprofit institutions
and agencies. §< i ‘ ST

3 \ S o
N -

. ' authoriz

+ Howe, Harold, II; J}ge Realities of the Learning Market',
Edqcational Technology,  Spring 1967, pp. 39-40. C :

a4 ‘"NEA‘Raiseéébbjectioﬂs tiq USOE. Contracts with Profit«M@king
Groups'", The (ompass, June,\{967, p. 1. . L
_ , /7. , o L .

- . \

[
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./ school facilities*®

'-“ has been a feature of MDTA administr

53

The conflict over the legitimate Tole of proprietary
~vocational® schools in meeﬁing-Federal'objectives-is\illus-' :
 trated by the different uses made Of proprietary vocational

.schools under -various public. progranms. " For example,. g
Labor Department administrators of the .Manpower Devélopment
and Training Act .invest large sums to support trainees ‘
attending proprietary vocational schools} $6.8 million
was spent in- training 7,858 trainees in business schools
in 1966- and in 1969. " A total of 30,000 manpower trainees’ (7
"were enrolled in private vocational schools at a total’ T
‘cost .of abeut $17 million: In contrast, a .survey conducted . '

by the United Business Schools Assogciation found only a fewsin- - ”;

stances in.which the facilities of a proprietary business

.. school had been utilized to carry out a program under .

the Vocational Education Act of 1963, within HEW ”'7dQSpité.;f
prietary vocational

‘the express intent qf Congress to use pro

.- Contract-training in proprietary’business schools

| ron for many years.
' .Several contracts havé been awarded qom-USOB to UBSA to
use -member schools. to upgrade the sKills of unemployed
persons.. . For example, from June, 1P69 to November, 1970
Project Upgrade provided $500,300 or/training to be.
- used as follows:  §$425;000 for tuition payments to member
. schools; $20,000 for schools to conduct surveys of trainee
- potential; and $55,000 for UBSA project administration.
in about 1000 trainees at an-averjge

’
"

The goal was to tral
cost of $425/trainee.

[ ")' - N J
\’ . . - /

S

* 'Numérahshillustrations.exist of the-fnconsistentitréatment-df
proprietary schools which apply for Fe eral;contragtéfto '
~provide vocational training. For example, a business

school.which'We‘visited placed the low bid for a contract .
under MDTA's Concentrated Bmployment'Program; but a community
college placing a higher bid received the contract., The
.business college administration felt it did not receive an -
adequate explanation of the reason its. c¢ollege was not awarded th
contract; ''rules" were cited (but not explained) which required .
. contracts to be awarded to the community college., "\ -,

.
'

"

A

i
[
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" of Trade and Technical Schools

UBSA subcontracted with the National Association

schools to participate in the program, and to provide

" 'a wider. range of occupational tralning -- 1,194 trainees

‘were enrolled in 41 schools at an average cost of $321 B
per' trainee. Overall, about 45 percent did not complete the
~program. = In about three-quarters of the schools, trainees

dentifiable.. |

S' ﬂk}
s€hool 's

pears to be thedegreé of

attended classes with other students and were not i

responsibility .for locating potential trainees
fparticipating schools. .The major element in a
“success in locating trainees ap

L3One new ‘element in'fhe OE;UBSA contfa@t

the -

cooperation betweep the school and the local employment

service -+ most sch
report excellent cooperatl
‘service._ - -

- tional schools throug

Jstudents. Programs admin
agencies provide grants or loans to st
proprietary vocational schools,* -

%

S 2) §
: P.L.: 89-700; See Sect. 5(1)(1);-

3)
4)
- 5)
6
7
-
.
f
o .12)
13)

Social Sécurity-Student'Depéndénts: B
P.L. 89-87; See Sect. 202(d)(8)(c);

Railroad Retirement Student Dependents;

F.E.C.A. ‘Student Dependénts;
R.L. 89-488; See Sect. 10(m);

ools that £ill their quota rapidly
on from the local -employment -

. Federal programs§ may also assist p?optiétaﬂ& voca- |
h direct financial aid to enrolled’
isteredyby HEW and by other -
udents attending

'_ProgramSIWhichlprovidé:studeht financial_granté were:

£ B

Student Dependency and-Indemni£§:Comﬁ6nsation:for

Veteran's Children; 38 U.S.C. 104, 414(c); .
Civil Service Retirement Student Dependents;

P.L. 89-504;

- War Orphans Educational.Aésistante;

38 U.S.C. 1701 et seq;

Veterans Readjustment.Benefits Act”ofA1966;_ '

'P.L.. 89-358; See Sect. 1652(c);
rEducational_Grants,to Indians;'zs U.s.C. 13;

. Prograns. which provide student loans are:

-VoCationaleoans'to'Indidné; 25 U;S.C.:471;

Vocational Loans to Eskimos; 25 U.5.C. 479;
National Defense Student Lodn Program; Title

National Defense Education Actj;

Work -Study Program; Title IV, Part C. Higher

Bducation Act, P.L, 89-329 as amended; :
Fedetal Insured Student Loan Program; Higher
Education Act, P.L., 89-329, as amended.

o8

11,

(NATTS) “to permit its memberu

K

o




It has been.estimated that about 27 percent of |
~ all business school students are recipients of Federally
- guaranteed loans.* A survey of UBSA members in 1970 ‘
- indicated similar results: an average.of 76 students - ,
- .per school, or 23 percent, were raceiving guaranteed - |
loans -and another 50 students, oOr 16 percent, were. ;
part%@ipating in other Federal loan programs. -  These
results are consistent with our limited survey findings . -
discussed earlier. .~ A | - e

5

. ‘Generally, thé'minimum'requirément a proprietary |
- vocational school must meet to be eligible for direct |
Federal contracts, or to enyoll students receiving o

HEW“ldhnﬁ ar grants, 1is to be accredited by an : @”wﬁp
accrediting commission recognized byvOE.*%* At present’
the Accrediting Commission' for.Business ‘Schools and o
“-the National A$sociation’othrade:and Technical Scho01ls
~~are the only accrediting ‘comgissions for business and
““technical schools authorized by OE.*** - - L

' The. standards of accreditafion_er‘privaté voca-

tional schooLs/are intended to,serve_three interest groups:

. . A L o

-k "Baxandall dathers”Statistics-Oh Busine§seSchobxs",
The Compass, September, 1969, p. 12. : . -

%% While HEW reéquires that d school must be accredited -
to enroll students receiving aid from programs OE admini- '
sters, other agencies may have different requirements.
 For examplp, to be eligible to enroll students receiving

veteran's. education benefits, a school is required by ‘the .~ °

Veteran's Administration only to meet state licemsing’ .
;requirements. In the states that have special laws gover-
‘ning proprietary schools, the range of control varies. from

' annual-registration-with;a brief . statistical report (Florida“

and Alaska) to very restrictive_1aws’(Minnesota). Almost
5,000 proprietary vocational schools have students enrolled
receiving veterans' education benefits.  The Social Security

Administration has requirements similar to those of the .

Veterans' Administration.

#%%  Additional accrediting commissions  also are recognized
by OE for vocational schools providing training in other

. fields. For example, beauty schools must be accredited by
. the fusmetology-Accrediting'Commission to be eligible for
Fedoral contracts ‘and home-study schools must be accredited
by the National Home Stuﬁ? Council. - / AR

se
()

i
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" §) The administrative, counseling, C1ericai,~and custodial .

56

.- employers, as an indication of“the*reliébility |
- . of training received by potential employees;

. -- students, as a guideline for evaluating pros-

‘pective :schools; and

[1E ‘the‘schools“themselyeg,'to assist them@ih'eétas

blishingjand>mainta1n;ng high\§tandardsi o RN Ly

Accordingly, the criteria .for accreditation generally relate. - .
to a school's objectives- and the integrity and ectiveness - .
with which they. are met.  These objectives include the educa- = . -
-~ tional program,~administrat10h,fthe-academic,and'administrative- '
‘staff, the library, instructional materials, financial policies,
-~ school facilities, admissiQn,*rgcraitment and graduation policies;,
- and student services.* y R A

_ = e Lo .. . Lo

‘% There are ten general’ criteria which a school must meet -

. to be eligible for accreditation: - ' Ce

1) - Each school should c1ear1y'define'itS'objectives;'and,
e inforporatz & statement of objectives in its catalog.
2) - The educational program should impart kKnowledge and ..
~develop skills. o : L :
. 3) . The ownership, control, and type of 1ega1'organization .
" of the school should be stated in appropriate publica--
tions together~with.thejnames-of administrators and '
- officers.. . ' . ' o ) S
4): The educational background of faculty members and the
7" method of ‘nstruction should be adequate and appropriate
to- the subject matter taught. Where ¢lass instruction
is provided the student teacher ratio should not exceed
30:1; the maximum téachfng.lbad'should‘notgexceed-31‘
- hours per week. ™ E - '

v

staff should be appropriate and adequate; rofessional -
. personnel should receive -adequate compensation.’ E
6) The library facilities and classroom-instructich materials
- should be adequate to serve the needs of the educational..
program, o R » ' ;
7) . The tuition and other charges should be clearly stated !
%" in the catalag; the refund policy should comply with | .
the. "Ethical Standards" (published‘as'separate.guideliqes).

ﬁ(continued'on‘féllpwing\page)

-
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‘Need for a ConsiSteht Fedéral'?dlicy; ; o ‘ .' o

Proprietary schools educate about one-fifth of .the nation's
post-secondary education enrollment. The numbers and types of
proprietary schools are changing, and there is increasing evidence
that proprietary schools provide vocational education which is
cost-effective 'and consistent with national post-secondary educa- .
tion objectives. But the Federal government does. not have a. : g
consistent policy towards use and support of proprietary schools-
which addresses the following topics:’® S | D

L, R L | - | .
-- agency with prime .responsibility for monitoring policy .
apd,di;ecting:policy research; and . - _ -

- Eederal agencies covered; =«

e schools ‘and progréms'COVered.

] .
v R . -

(continued from previous pagé)j,

' 8) The -school facility should be readily. accessible, extensive
“enough to provide for all instructional and.recreational '
needs, attractive in appearance and properly maintained;
the school plant and equipment should contribute directly ..
- to the achievement of the school's educational objectives. .

9) " The admission policies should be publicly stated, non-dis- .
' criminatory, and require at least completion of high: school '
or the equivalent as a prerequisite for regular enyollment;

-the school should confer certificates, diplomas, -specialized.
or academic degrees consistent with its objective and in -
compliance with applicable .state. laws; recruitment inethods
should be apprbpriatefand%the_proportion'of_the.total C
school budget used for recruitment should not be excessive; co
student services (e.g., placement, health, counseling) = : Al
should be appropriate. and adequate.. T o o

10) . Each school should publish a catalog and a school calendar; -
advertising should be factual and in good taste. :

The accrediting process requires that institutions—seeking
accreditation furnish applications,:current.catalogs,“and,
other relevant documents to ACBS. A self evaluation ques- .
tionnuire also must be completed by the school. Subsequently,
an on-site evaluation is made by a visitation team appointed-
by the Commission., Any deficiencies are brought. to the.
attention of the institution, which must present evidence of
correction to the Commission before accreditation will be
granted. Withdrawal of accreditation may result if the
dnstitution fails to file satisfactory annual reports with
the Commission or no longer meets acceptable standards when
reevaluated. Accredited institutions are reevaluated every
six years; an on-site evaluation is conducted at this time,

Q
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. joint ventures between proprietary vocational schools and

" other pott-secondary education instituti ns. - The result

. would be a broadening of educational and occupational choices
“by allowing students in academic stuﬁiesf% '
skills in a specialized environment. The ‘continued pressure

‘jectives havd become "socialization'.o¥ nexpioration", often -
Cwith little gubstance and ittle relationship to providing -
marketable skills to graduates.: The relative\strength and-

instituted for the 1970-71 school year by Stratflord College:

. utility by trafining some of its en

. corporation; which also seems. to be successful.

- of New.York‘s“Kafherine.Gibbs'School and take the latter's
'-regular~executlvegsecretarial training program.: After satis-. . .

. cdul&'also be\encouraged.',Proprietary sC _
necessary remedial or skills training to employees. In addition, .

- e
o . A -
A Federal ‘proprietary school policy could encourage |

o learn specialized- .

on public'an private ‘colleges and univers ties to broaden .
their currichla and goals has, led many to attempt too wide.a .- . =
range of effgrts.., In response, college and \university ob- ~ A

gingle-mindednes§\pf purpose of proprietary Vo ational schools,
in contrast, is perhaps_;he greatest reason fon their success.

A joint venture with a ptoprietary.busine's'séhbdl was

in Danville, Virginia, the first regional accredited liberal
arts college to offer a program -of this type. . I their. junior
year, Strdtford students may elect .to enter the'February term

factory completion of this course; Stratford students will re-

turn to the college to CQmpleEe.theif.Senior-yearVin the liberal =
arts program. Upon graduation they will receive both their BiA.,
degree and the Katherine Gibbs certificate, and they will have i
the benefit'of'1ifefime-p1a¢ement'from.thh schools’s Lo '

£ Jbiﬁt_Vehtures‘Fe%ﬁeen:pfoprietary'séhodis and industry
hools could provide-

many more unemployed and under-employed persons could be trained

in pfbprieta?y<schools-unden,MDTA, The flexible operations of

most proprietary schools make them particularly useful in this-
'area,4especially_with-regard-to'frequent starting dates and the
capability for enrolling persons on an individual basis. One " .

of the member schools.in the West Coast group’assists a large <D

' i gineers; this joint-venture
-arrangement seems to have worked well for both parties, . In
‘addition, one of the schoéols controlled by the financial holding
company has: a cooperative venture with a national-manufacturing = .

* .

Further Research and Analysis : e
o , o | ‘ \ - . L ‘s . . N
The Federal government does not maintain extensive data

- on proprietary schools, nor has it sponsored much research on

the costsi, quality, or role of those sthools. -Two studies

'-currgntly»underwayﬁseek to provide previously unavailable data
on proprietary vocational schools. - The' American Institutes for
etdry. schools and

Research is conducting a survey of all propri
other public or nonprofit schools which provide training in -
four occupationS'-e-office,;computer; technical, and health .-~
in the metropolitan areas of Atlanta, Rochester, Chicago, and

~ San Francisco. 4
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. - About 140 proprietary schools and 15 two-year colleges

~and other nonprofit institutions which meet these criteria )
have been identified. - Administrators of thddschqqls,will-

‘be: interviewed to obtain information regarding income and <

- expenditure patterns, student services, curriculum, staff ..
qualifications and instruction, the nature of the student .-
body, and major changes in mission or orgamization ‘in- the

~ past three years.: Students ‘and alumni will be requested
to‘complete-\uestionnaireSzdesﬁgned to obtain demographic

o Q%yafas well’as'information.bn{miSSion'and'employment,experi- -

" The Carnegie Commission is in the process of -conducting
~ a survey of a larger number of schools -- a sample of -all
jproprietary;vocational'schoolsﬂwhichjare;licensed or pther-"
'wise meet state requirements. ‘Thirty-seven hundred question--*
" naires have been sent: to proprietary schools in eleven states, -
si}g@ted to reflect the U.S. as a whole. = ' . L
% . ' . ' . L Lo -
| _# .The hearings ‘held by the Federal Trade Commission in
December, 1970 on proposed guides for the' operation of private
,VOéhtiOnal_and_home_studY-schools,also-add to understanding .. =
of ‘the operation of thegé schools. . Primary consideration was

‘giyen to-deceptive practices, such as misrepresentation of .
~placement,opportunities-éhd,accredimation,uun¥air cancellafion -

~-and cefund policies, and the provision of low quality training..
. The FTC°"Guides" were published on May 16+, 1972, Although they

‘intérpret existing law afd ‘thus aré, only advisory in nature, ,

 -\3pro¢eedings to enforce statutory authority may be brought under .
‘the Federal:Trade Commission.Act»(lS U.8.C. Secs. -41-58). ’

. Additional questions must’be addressed before the Federal
-goveérnment’ can develop a sound proprietary school policy. First, |
the Federal government needs. to understand better the factors: =~ 7
“which .control quality of instruction and placement in proprie-
4 #4ry- schools -- specifically how and when market forcesr«do not -
control quality and what reinforcementé_or_safegpards can be used’
‘to improve quality control. | | S

" Second, the Federal government should identify and analyze
‘the effect of alternative and seemingly unrelated Federal policies s
on' the growth and development of proprietary schools. ' Fox example, -
. a decision to. expand -Federal- aid to students in lieu of éxpanded
_support of public” institution copstruttion and/or operating costs,
would increase the growth of proprietary schools.. - = - .‘

o - - @
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AT ;Third;'further analysis ‘is féduired .0 compare the

B costs to society and to students of proprieta.y school
- and .community college vocational education. Common _
definitions and accounting practices are a prerequisite
. to_ any such comparison.: ' I L '

: Finally, the results of otherLresedrch need-to be -
weighed against our .findings. to determine the amounts and
types of generalization our limite data permit. Further

* comparisons between proprietary sc ools and community

«colleges ghould be designed to permit such generalization.

2
A
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